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ABSTRACT 

This dissertation brings together the major writings 

of John Kenneth Galbraith, formulating them as a coherent 

statement of liberal social economics. The basic connecting 

thread is his view of the economic, social, and polit

ical power of the business corporation. To begin with, 

Galbraith's view about the end of the free market and the 

emergence of the affluent society—with its central opera-' 

tional realities of corporateness, price conventions, and 

the synthesis of wants—is examined. Predicated on this, 

his concept of countervailing power as applied to the 

American economic, social, and political system is analyzed 

as theory and doctrine. 

Galbraith's unspoken but growing discontent with 

countervailing power as explanation, and the relationship 

of this to his overt and implicit view that, because of a 

continuous inflationary pressure, a profound structural 

transition is taking place in the United States, is 

explored. The development of this line of thought into 

the theory of the new industrial state, the depiction of 

an America dominated by the industrial system, and the 

technostructure of the mature corporation that centrally 

characterizes it, along with its technological and military 

xiv 
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values, is traced. This, it is argued, represents a total 

shift in Galbraith's thinking—from a horizontal conception 

of a group theory of the American system, to a verticle 

conception of economic, social, and political domination 

from above. 

The group "theory" of American liberals is shown 

to be more doctrine than theory. As an instance of this, 

Galbraith's normative position that countervailing power to 

the industrial system must emerge from the educational and 

scientific estate, that herein is found the only possibility 

for wresting power from those who run corporate America, 

is delved into, as are his suggestive thoughts about the 

organization man himself. These ideas are dealt with 

critically, as are Galbraith's theory of technological 

determinism, his concept of affluence, and his inherent 

commitment to jhe end-of-ideology implications in his 

position. The fundamental shift in his thinking from a 

Newtonian to a Hegelian social universe is demonstrated. 

It is concluded that Galbraith is one of the few 

American liberals willing to come to grips with the enormity 

of modern corporate power and the Kafka-like, as well as 

the revolutionary, possibilities of the American twentieth 

century, emerging, despite his end-of-ideology views, as an 

advocate of countervailing ideology, countervailing techno-

structures and, perhaps, a new liberalism which, finally 



freed of its Lockian commitment to private control of 

productive property, might represent a force for what is 

truly revolutionary, a re-ordering of the values that 

govern the American system. 



CHAPTER 1 

INTRODUCTION 

The general purpose of this study is to understand 

how modern liberals perceive the political world. This, of 

course, is much too broad. Since it must be narrowed, the 

focus will be confined to the ideas of one contemporary 

liberal, John Kenneth Galbraith. It will be further pared 

down to an examination of Galbraith's views about the 

significance of the business corporation for the American 

political system. Certainly, in terms of the larger 

question of liberalism and the political world, this is no 

more than a tentative first step towards an understanding. 

Any investigation really begins with a complex 

series of presuppositions"'" and assumptions on the part of 

the student. When the subject involves people, these are 

actually theoretical positions about the nature of the 

universe, society, and man. They are, however, different 

in two important ways from "theory." Both of these differ

ences relate to the state of mind, or attitude, of the 

investigator. First of all, even though presuppositions 

and assumptions may be held consciously, or partly 

consciously, most often they are unconscious. Secondly, 

^The most basic assumption in an assumptional chain. 

1 
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and more importantly, even when the writer is aware of them, 

and bases them, in his own mind, on some kind of evidence, 

they are, by definition, not subject to the test of evi

dence. If they were, they would no longer be presuppositions 

or assumptions; they would, instead, be theories, or at 

least hypotheses. 

Einstein and Infeld argue that an hypothesis is 

2 nothing more distinguished than a "guess," no matter how 

educated. The same is true of theories. It is the case 

with presuppositions and assumptions as well. Presupposi

tions and assumptions are, then, the unsubstantiated guesses 

one makes about the nature of the reality he is trying to 

come to grips with. As such, they are the fundamental 

starting point for any inquiry. 

Presuppositions and Assumptions of the Study 

Given this, it might be useful to try to bring to 

consciousness some of the assumptions—particularly about 

the nature of American society—which underly this study 

and, indeed, motivate it. The most important of these is 

that in the United States of the twentieth century the 

business corporation is the dominant economic form and, as 

such, characterizes the American system. It is further 

p 
Albert Einstein and Leopold Infeld, The Evolution 

of Physics: The Growth of Ideas from Early Concepts to 
Relativity and Quanta (New York: Simon and Schuster, 
Inc., 1938j, p. 20. 
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assumed that manifestations of this are broadly felt in 

national and international policy. 

The point is not that the corporate form is new— 

3 historically it is not. Corporations date back to well 

before the time that the pursuit of surplus value became a 

predominant concern of the western world. What is new, 

however, is a situation where the possibilities of earning 

a livelihood outside of a corporate structure are so dimin

ished that they are becoming increasingly nonexistent.^" 

What is new in the United States is the fact that by I960 

thirty-eight percent of all working Americans labored for 

an enterprise employing five hundred people or more. 

Despite the fact that many corporations are non

profit making, it is assumed that the central clue to the 

American political system will be found in those that are. 

This is grounded in a prior assumption that the basic mode 

O 
•^Cf. , Scott Buchanan, "The Corporation and the 

Republic," in The Corporation Take-Over, ed., with an Intro
duction by Andrew Hacker (New York; Evanston; and London: 
Harper and Row, Publishers, 1964)> pp» 19-42. 

^"Cf. , Carl Kaysen, "The Corporation: How Much 
Power? What Scope?," in The Corporation in Modern Society, 
ed., with an Introduction by Edward S. Mason, with a Fore
word by Adolf A. Berle, Jr. (Cambridge, Massachusetts: 
Harvard University Press, 1961), pp. 85-105* For statistics 
on the corporate role in employment and in other dimensions 
of the economy, see ibid., pp. $5-37. 

5 ̂Daniel Seligman, "The New Masses," in America in 
the Sixties: The Economy and the Society, ed. by The 
Editors of Fortune, Harper Torchbooks; The Academy Library 
(New York; Evanston; and London: Harper and Row, Publish
ers, I960), p. 112. 
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of production in a society leads to what characterizes it. 

In this view, the growth of nonbusiness corporations is 

primarily a reaction to corporate development in industry, 

finance, and, of late, agriculture. As the interests of 

corporate enterprise become national and international in 

scope, other corporate structures—which have emerged either 

to further or resist these interests—expand their activity 

in like proportion. The demand for corporate personnel 

grows accordingly. 

Among nonbusiness corporate structures, the expan

sion of government has been the most apparent. Not only can 

the.various levels of government be viewed as distinct 

corporate structures, but within the same levels different 

departments can be conceived of as separate, corporate 

corporations. Thus, the military is a thing unto itself— 

Or, more precisely, each branch is, depending upon the 

purposes of the analysis. Educational corporations— 

usually, but not always, a part of some government—have 

grown tremendously to meet the employment demands of a 

corporate economy. Another corporate form, the public-

service foundation, has been created precisely to spend some 

of the profits of business corporations; partly to encourage 

research considered necessary, but also because corporate 

business must get rid of a certain amount of its income if 

it does not want it confiscated by other corporate forms, 

national and state governments, through taxation. Trade 
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and industrial unions have become corporate in reaction to 

corporate business—originally to fight it, more recently, 

in some cases, to become part of it. That governments, the 

military, schools, foundations, labor unions, and business 

are corporate in form is an evident, if often resisted, 

£ fact. When size can be translated into power, expansion 

will lead to expansion. 

It is, therefore, assumed that America can be 

acciirately depicted as a corporate society. If this assump

tion is turned into a theory, it can be abundantly docu

mented. That the impact of the corporation will rapidly 

increase is so probable it can be said to be evident. Amer

ican values of production and material possession will not 

allow it to be otherwise. The symptoms of this have 

intensified in recent years. "Since the end of the second 

world war the corporate form has emerged as the character

istic institution of American society. Its rise has 

rendered irrelevant time-honored theories of politics and 

economics, and its explosive growth has created new breeds 

of men whose behavior can no longer be accounted for by 

conventional rules of conduct.'" The America that 

Cf., Kaysen, "Corporation: How Much Power? What 
Scope?," pp. 88-105. 

7 'Andrew Hacker, "Introduction: Corporate America," 
in Hacker (ed.), Corporation Take-Over, p. 1. 
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Charles A. and Mary R. Beard suggested was a "business 
g 

civilization" has become more sophisticated. It has found 

its transformation in a "corporate civilization." 

The influence of this is pervasive. It not only 

dominates economic life; it permeates social and political 

existance as well. Conceivably, the very personality of man 

is being changed by this condition, and old theories of 
o 

human nature may be largely defunct. Beyond this,^there 

is the Kafka-like suggestion that corporations have achieved 

a life of their own, and now operate autonomously of the 

will of human beings.Certainly, it is reasonable to 

assume that business corporations—as the productive core 

& 
Charles A. Beard and Mary R. Beard, The Rise of 

American Civilization, with Decorations by Wilfred Jones, 
One Volume Edition (New York: The Macmillan Company, 1930), 
especially "Introduction," pp. vii-xv, chap, xx, "The 
Triumph of Business Enterprise," Book II, pp. 166-210, chap, 
xxv, "The Gilded Age," Book II, pp. 333-479* chap, xxix, 
"The Quest for Normalcy," Book II, pp. 663-712, and chap, 
xxx, "The Machine Age," Book II, pp. 713-^00. 

o 
7For some interesting speculations along these 

lines see, William H. Whyte, Jr., The Organization Man (New 
York: Simon and Schuster, Inc., 1956); Alan Harrington, 
Life in the Crystal Palace (New York: Alfred A. Knopf, 
1959); Wilbert E. Moore, The Conduct of the Corporation 
(New York: Random House, 1962); and Andrew Hacker, "Poli-
tics and the Corporation," in Hacker (ed.), Corporation 
Take-Over, pp. 246-269. 

"^Cf., Hacker, "Introduction: Corporate America," 
pp. 3-5. On Franz Kafka, see infra, pp. 569-570. 
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of corporate America—have a significant relationship to 

politics, and are worthy of study in that respect. 

The Problem of Perception in Corporate America 

Another important assumption is made here. This 

is that the corporate character of the United States has 

led to serious confusion in its politics and its political 

analysis. Many—if not most—Americans have failed to 

perceive the corporate reality of America despite the fact 

that almost all current politics, in one way or another, is 

a response to that reality. That much of this response is 

unsophisticated, that few people appear to comprehend what 

they are really dealing with, does not necessarily minimize, 

indeed, it may maximize, its effect. 

The growth of the "right wing" is one type of 

reaction to the increasing corporateness of America—a 

reaction which yearns for a prior reality that fits an old, 

but still vital, view of the world.Within the corporate 

Cf., The Radical Right; The New American Right: 
Expanded and Updated, ed., with a Preface by Daniel Bell, 
Anchor Books (Garden City, New York: Doubleday and Company, 
Inc., 1964), especially chap, viii, Peter Viereck, "The 
Philosophical 'New Conservatism,'" pp. 135-207, chap, xi, 
Alan F. Westin, "The John Birch Society: 'Radical Right' 
and 'Extreme Left' in the Political Context of Post World 
War II," pp. 239-263, chap, xiii, Seymour Martin Lipset, 
"The Sources of the 'Radical Right,"' pp. 307-371* and chap, 
xiv, Seymour Martin Lipset, "Three Decades of the Radical 
Right: Coughlinites, McCarthyites, and Birchers," pp. 373-
44o. 
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world, this kind of reaction is typically found in those 

organizations that are characteristically nouveau riche as 

opposed to those based on older and more "aristocratic" 

12 wealth. In the middle of the twentieth century the old 

free-market notions of individualism make less and less 

sense, even to those who fervently hang on to this cherished 

ideal. Corporate reality impinges, causing a clash between 

reality and conception and, among other things, a sense of 

desperate frustration. This produces a hanging on; a 

refusal to perceive the conditions of the modern world and 

a deep commitment to a world gone by—to the belief that the 

past is still real, or could be easily made real once again, 

if those who have subverted it are removed from power and 

authority."^ The pressure of reality on a world view 

inadequate to cope with it produces a need to blame someone 

—most often the "reds," who have plotted it all. If 

corporations are considered at all, the usual reaction is 

to opt for a "favorable climate for business," meaning, of 

course, low corporate taxes and no state controls. The 

target is always "big government," a "socialistic" concep

tion which suppresses "individual freedom," and never the 

12 See discussion of this in Appendix B, especially 
pp. 532-5^3. 

13 For a discussion of the distinction between 
"power" and "authority," see infra, p. 223. 



"big business" which centralized American economics, 

broadened the scope of its involvements, and urbanized the 

country. 

Sociologists employ the terra "cultural lag" to 

describe the gulf between new facts and old perceptions. 

To some extent, this phenomenon is found in all societies 

at any time, but it is more prevalent in an age of dramatic 

change in the basic means of production. Its most stark 

manifestation is currently found among certain people high 

in the managerial and ownership circles of corporate busi

ness; who bemoan the fate of America, and provide much of 

the financial and prestige basis for a "right wing" which, 

according to its own claims, would move the nation back to 

an earlier time. Refusing to accept the conditions their 

own efforts have produced, they try to impede change 

politically while they unconsciously, or semi-consciously, 

create it economically. Perhaps such social schizo

phrenia must be expected in an age of rapid transition. 

The "right wing" quests for the certainty of the 

past in the face of a new and unknown present; a past that 

would better fit its preconceptions of what the world is 

"^The two best known examples of this are the 
owners and managers of the Shick Safety Razor Company and 
the Richfield Oil Company. For an interesting compilation 
of such right-wing oriented corporations see, Alan F. 
Westin, "Anti-Communism and the Corporations," Commentary, 
December, 1963, pp. 479-487. 
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and should be. It fails to recognize—or resists recog

nizing—that a shift in the traditional American view of 

the world is necessary if the new reality is to be dealt 

with on the basis of intelligence. The frontier fiction of 

the rugged individual, standing against the wilderness and 

hacking out a place for himself alone and unaided, may have 

had, at most, a kernel of truth. Today, even that is no 

more. 

Failure of perception typifies not only the neo-con-

servatives. The "New Left," for instance, is equally unable 

—or unwilling—to come to grips with the corporate reali

ties of American life. Its members talk much about the 

corrupting influence of the "power structure," but they seem 

to miss the economic causes of the wrongs they perceive. 

The few who do comprehend them will not face the further 

fact that the process of corporate development is not about 

to be repealed. 

Failure to include corporate reality in one's 

Weltanschauung is not limited to the "Right" and "Left" 

in American politics. If it were, it would not be nearly 

as significant as it is. It is assumed here that this 

lack of comprehension is of central importance precisely 

because it typifies the various currents in the "mainstream" 

of American thinking. Moreover, it goes beyond politics 

as such: it prevails among those who inquire into and 

speculate about the American political order. Current 
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analysis—scholarly as well as journalistic—is generally 

grounded in assumptions that may have, to some extent, 

approximated reality in the first half of the nineteenth 

century, but which are plainly out of date today. 

Literature on the Business Corporation and the 
Political Order 

This conceptual confusion generally dominates 

professional political science in the United States. At 

15 times corporate dominance is assumed, but rarely is it 

clearly delineated as an important political problem. The 

exceptions, of course, exist. Andrew Hacker has been 

1 
mentioned. Norton Long writes about the effects of 

17 corporations on the politics of local communities. ' David 

Spitz conceives of corporations as "private governments" 

and speculates about the relationship between them and the 

lg 
political system itself. The same problem is touched 

on by Earl Latham, who points out that "one of America's 

most important political problems is a long-needed and now 

urgent redefinition of the relation between giant 

"^Cf., Harold D. Lasswell, "The Garrison State," 
The American Journal of Sociology, XLVI, No. 4 (1941)> 455-

•^Supra, p. 5 n. 7. 

17 'Norton Long, "The Corporation, Its Satellites and 
the Local Community," in Mason (ed.), Corporation in Modern 
Society, pp. 202-217. 

lg 
David Spitz, Democracy and the Challenge of Power 

(New York: Columbia University Press, 195&). 
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corporations and the commonwealth, for the growth of the 

corporation has produced a tension of power in which giant 

enterprises have at points come to rival the sovereignty of 

the state i t s e l f .  Having gone this far, Latham, not 

untypically, proceeds to ignore this relationship and, 

instead, looks internally into corporations as "private 

governments," an important subject, to be sure, but not of 

the same political magnitude. 

Most political scientists, however, do not even 

perceive the corporate problem, preferring to assume a 

more or less egalitarian group concept in regard to politics 

20 in the United States. Outside of political science, the 

significance of business corporations for the political 

order is far from an untouched subject. The history of 

American political literature is replete with examples. A 

few might be mentioned here as background for this study. 

Early notice of the future importance of this relationship 

21 is taken in The Education of Henry Adams. The major 

"^Earl Latham, "The Body Politic of the Corpora
tion," in Mason (ed.), Corporation in Modern Society, p. 
218. 

20 It is perhaps in order to note that among modern 
political scientists there is a great deal of conversation 
about the value of group theory, and relatively little 
formulation of it, or even systematic application. For a 
further discussion of group theory, see infra, pp. 279-281 
and 540 n. 11. 

21 Henry Adams, The Education of Henry Adams, with an 
Introduction by James Truslow Adams (New York: The Modern 
Library, 1931). 



thrust of the Populist and Progressive movements was 

directed against the "corrupt" relationships between big 

business and government, and became articulated in novels 

such as The OctopusThe Pit,^ and The Jungle.^ 

25 Theodore Dreiser is in the same tradition with The Titan. J 

More adept at capturing the complexities of the problem is 

the work of certain of the Muckrakers. 

22 Frank Norris, The Octopus: A Story of California, 
ed., with an Introduction by Kenneth S. Lynn (Boston: 
Houghton Mifflin Company, 195$) • 

23 Frank Norris, The Pit: A Story of Chicago, with a 
Foreword by Juliet Wilbur Tompkins (Garden City, New York: 
Doubleday, Doran and Company, Inc., 192S). 

^^Upton Sinclair, The Jungle, with an Introduction 
by John Fischer (New York: Harper and Brothers, Publishers, 
1951). 

^Theodore Dreiser, The Titan (Cleveland and New 
York: The World Publishing Company, 1946). 

pZ 
Probably the best work in this regard is Lincoln 

Steffens, The Autobiography of Lincoln Steffens, with Illu
strations , complete in One Volume (New York: Harcourt, 
Brace and World, Inc., 1931), although this was published 
much after the muckraking era. Among those famous during 
the period under consideration are, Matthew Josephson, The 
Robber Barons: The Great American Capitalists, 1&61-1901 
(New York: Harcourt, Brace and Company, 1934); Gustavus 
Myers, History of the Great American Fortunes (New York: 
Modern Library, 1936); Lincoln Steffens. The Shame of the 
Cities (New York: Peter Smith, 194$); and Ida M. Tarbell, 
The History of the Standard Oil Company (2d ed., 2 vols., 
New York: The Macmillan Company, 1925). Of these, the most 
solid research is probably found in Myers, History of the 
Great American Fortunes. 

An interesting secondary work along these lines is, 
Irving Stone, Clarence Darrow for the Defense: A Biography 
(Garden City, New York: Garden City Publishing Company, 
Inc., 1943)• 



Out of this tradition, two political positions— 

separate of the Socialists—emerge. Some feel that the 

"trusts" must—and can—be "busted," and America returned 

to a "natural" condition of competitive capitalism. 

Probably the classic exposition of this view is The New 

27 Freedom of Woodrow Wilson. A more sophisticated work in 

2$ this category is Other People's Money by Louis Brandeis. 

Others contend that the corporations cannot be 

effectively broken up and, even if it is possible, oppose 

such, a policy from the viewpoint of productivity. The 

answer to monopoly, they argue, is not "trust busting," but 

governmental regulation of the economic order. This, of 

course, is the core of the New Nationalism of Theodore 

Roosevelt and the platform of the Progressive party as it 

arrays itself against the Republicans, and Wilson and the 

Democrats in 1912. Its best formulation is probably The 

29 Promise of American Life by Herbert Croly. 7 

^Woodrow Wilson, The New Freedom: A Call for the 
Emancipation of the Generous Energies of a People, with an 
Introduction and Notes by William E. Leuchtenburg, Classics 
in History, A Spectrum Book (Englewood Cliffs, New Jersey: 
Prentice-Hall, Inc., 1961). 

2S Louis D. Brandeis, Other People's Money: And 
How the Bankers Use It, with a Foreword by Norman Hapgood 
(New York: Frederick A. Stokes Company, 1932). 

29 Herbert D. Croly, The Promise of American Life, 
ed. by Arthur Schlesinger, Jr^ (Cambridge, Massachusetts: 
Harvard University Press, 1965)• 
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There is much of this early literature, and most of 

it, of course, is not mentioned here, although an attempt 

has been made to note some of the more important works. 

Some of it is analytical, even though the bulk of it is 

primarily of the polemical variety. In any event, all of 

it deals with an early and relatively unsophisticated 

stage of corporate development. 

During the inter-war period, two outstanding works 

on the corporation and politics are written. Adolf A. 

Berle, Jr. and Gardiner Means pen The Modern Corporation 

30 and Private Property in 1929; followed in 1941 by James 

31 Burnham and The Managerial Revolution. Both of these 

works advance what is known to many as the "Burnham thesis," 

that ownership and control within the American corporate 

structure have become effectively separated. Both warn 

of the dangers of this new managerial power, not only in 

running corporations, but of its tremendous and uncontrolled 

expansion in the political system as well. This was recog

nized in the New Deal notion—or hope—that giant corporate 

structures would respond to a call to regulate themselves 

in the public interest, tacitly admitting that regulatory 

-^Adolf A. Berle, Jr. and Gardiner C. Means, The 
Modern Corporation and Private Property (New York; Boston; 
Chicago; Dallas; Atlanta; and San Francisco: The Macmillan 
Company, 1933). 

James Burnham, The Managerial Revolution (Bloom-
ington: Indiana University Press, 1962). 
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agencies, in an era of monopoly capitalism, could not 

effectively perform such regulation. 

After World War II, Berle emerges as probably the 

most important—and certainly the most prolific—commentator 

on the relationship between corporate enterprise and 

politics. In 1954 he formulates the idea that business 

corporations have become something more than mere profit-

32 making operations. They are now social institutions, and 

the managerial elites that control them must recognize the 

responsibility this imposes and act not only for the benefit 

of the stockholders, but in the public interest as well. 

There is, in Berle's mind, no real conflict between these. 

Five years later he is satisfied that the elite has 

taken his advice. He reassures his readers that the mana

gers of the insurance companies, banks, and mutual trust 

funds—which, he argues, have now taken control of the major 

industrial corporations—have recognized and accepted their 

social obligations and will act in the best interests of 

33 the national community. The argument that there exists a 

financial elite—or aristocracy—which holds the trust of 

the American people, and can be counted on to wield 

"32 
Adolf A. Berle, Jr., The 20th Century Capitalist 

Revolution (New York: Harcourt, Brace and Company," 1954) • 
33 Adolf A. Berle, Jr., Power Without Property: A 

New Development in American Political Economy (New York: 
Harcourt, Brace and Company, 1959)• 



virtually unchecked power in their behalf, is again 

expounded by Berle in "Economic Power and the Free 
Oi 

Society." H' In The American Economic Republic he elaborates 

this view into a general theory of American political 

35 economy. 

During the postwar period, of course, others have 

tackled the difficult problem of the relationship between 

the business corporation and politics in the United States. 

The conclusions of American Marxists such as Paul Baran, 

Leo Huberman, and Paul M. Sweezy are not encouraging for 

traditional values in this country. In an era of monopoly 

capitalism they perceive America to be dominated by multi

national corporations with tremendous overseas operations, 

owned and controlled by a ruling class that dominates the 

"free world." The likely outcome of this, they argue, is 

state capitalism, "fascist" in form and operation, and 

controlled by corporate ruling class interests and their 

military satellites.^ 

u 
A. A. Berle, "Economic Power and the Free 

Society," in Hacker (ed.), Corporation Take-Over. pp. 91-
107. This was published earlier as a separate pamphlet. 

35 Adolf A. Berle, The American Economic Republic 
(New York: Harcourt, Brace and World, Inc., 1963). 

o /I 
Cf., Paul M. Sweezy, The Present as History: 

Essays and Reviews on Capitalism"and Socialism (New York: 
Monthly Review Press, 1953); The Theory of Capitalist 
Development: Principles of Marxian Political Economy (New 
York: Monthly Review Press, 1956); Paul A. Baran and Paul 
M. Sweezy, Monopoly Capital: An Essay on the American 



Another investigation of the problem has been 

attempted by Floyd Hunter. He concludes that American 

public policy is controlled by people within a system of 

interlocking "networks." Entrance to this elite is through 

a seat on the board of directors of at least one—but 

37 probably more—major industrial or financial corporation. 

Hunter does not speculate about networks on an international 

scale, but they are a reasonable extrapolation from his 

analysis. 

Probably the best known work in this category is 

The Power Elite by C. Wright Mills. This contends that 

American public life is dominated by a combination of 

corporate, military, and political elites and that these 
3 $ elites are interconnected by interests and values. An 

examination of Mills' argument suggests that, of the three, 

the corporate business elite is the crucial determinant in 

39 matters of policy. A similar view is taken by certain 

Economic and Social Order (New York: Monthly Review Press, 
1966); and Monthly Review, I, No. 1 (1949)-et seq. 

•^Floyd Hunter, Top Leadership, U. S. A. (Chapel 
Hill: University of North Carolina Press, 1959). 

38C. Wright Mills, The Power Elite (New York: 
Oxford University Press, 1963). 

39 7̂Cf., Paul M. Sweezy, Marxian Socialism: And Power 
Elite or Ruling Class? ("Monthly Review Pamphlet Series," 
No. 13, New York: Monthly Review Press, I960). Sweezy 
argues that Mills is really postulating the existence of a 
ruling class in America. 
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types of non-Marxian, American Socialists, of which, I. F. 

Stone is a good example.^ The idea of a ruling elite 

deriving its power from a "military-industrial complex"— 

a phrase made famous by Eisenhower—is not dissimilar to 

Mills' position, and is the foundation of The Warfare State 

by Fred Cook.^" 

Once again, this list is far from exhaustive. The 

fact remains, however, that relatively few people have been 

willing to delve into the problem of the political signifi

cance of business corporations. Probably the major reason 

for this is that most people come to the study of American 

politics with a different set of assumptions about the 

nature of the society they are dealing wflLth.. In any case, 
r 

and for whatever reasons, most writing on American politics 

does not assume that the relationship between business 

corporations and the political system is centrally important 

—and, consequently, overlooks its monolithic possibilities. 

^Cf., I. F. Stone, The Hidden History of the 
Korean War, with a Foreword by Leo Huberman and Paul M. 
Sweezy (New York: Monthly Review Press, 1952); I. F. Stone, 
The Haunted Fifties, with a Preface by James R. Newman (New 
York: Random House, 1963); I. F. Stone's Weekly, January $, 
1962-December 29, 1969; and I. F. Stone's Biweekly, January 
12, 1970-et passim. 

^"Fred J. Cook, The Warfare State, with a Foreword 
by Bertrand Russell (New York and London: The Macmillan 
Company, 1962). 
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Further Presuppositions, Assumptions, and Definitions 
i 2 

Other assumptions about American society, politics 

and history should be clarified. A world view is a combin

ation of stereotypes about what the nature of the world 
I 0 

supposedly is, and attitudes and values about what that 

world should be. This combination of stereotypes, values, 

and attitudes influences one's perceptions of reality. 1̂* 

i 2 
A "group" is here defined as two or more persons 

between whom there is frequent and regular- interaction. 

The term "culture" is viewed as connoting a common 
response to an identical stimulus, cf., C. P. Snow, The 
Two Cultures and the Scientific Revolution, The Rede 
Lecture, 1959 (New York: Cambridge University Press, 1959)> 
wherein Snow suggests this concept. In this view, people 
who share a culture simply react in the same way. "Without 
thinking about it, they respond alike. That is what a 
culture means." Ibid., p. 11. This definition of culture 
is useful for political analysis precisely because it leaves 
geographical and temporal considerations out. 

Based on this definition, "A society is a group with 
its culture." Harold D. Lasswell and Abraham Kaplan, Power 
and Society: A Framework for Political Inquiry, Yale Law 
School Studies, Vol. II (New Haven: Yale University Press, 
1950), p. 47. 

^The term "attitude," as used here, refers to 
things that people prefer or hold to be a good, but at an 
unconscious, or partly conscious level; "value" is employed 
to connote its conscious rationalization or articulation. 

^"^Talter Lippmann, for instance, suggests that there 
is a reality separate of the observer, but that people 
perceive it through glasses of various tints and colors 
and, as a result, perceive something other than what is 
really there. Walter Lippmann, Public Opinion (New York: 
The Macmillan Company, 1965), p. 65. 

There is, of course, an epistemological problem in 
this argument. If, as Lippmann proposes, no one perceives 
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The population of a society at any given time shares a 

generally predominant world view; this is what creates a 

society despite a multitude of differences which may, and 

probably do, characterize it. 

The existence of a world view as a crucial element 

of social life has been noted and variously labeled by 

different writers. For Hegel, it is the "Volksgeist"^; in 

reality except.through glasses of one shade or another, then 
there is no way to obtain evidence for the existence of such 
an objective "reality." 

It is clear that people cannot even think without 
stereotypes. What is important, however, is the strength 
of commitment to them, how gullible the holder is about his 
own stereotypes, ibid., pp. 60-62. According to Lippmann, 
the best that can be hoped in regard to stereotypes is 
". . . to hold them lightly, to modify them gladly." Ibid., 
p. 60. 

In any case, stereotypes are based on "facts," and 
"facts," it can be postulated, are perceptions influenced 
by attitudes and values. Interesting arguments along this 
line are made, for example, in ibid., especially Pt. I, 
"Introduction," pp. 3-20, and Pt. Ill, "Stereotypes," pp. 
53-100; and Dwight Waldo, "'Values' in the Political Science 
Curriculum," in Approaches to the Study of Politics: Twenty-
Two Contemporary Essays Exploring the Nature of Politics 
and Methods by Which It Can Be Studied, ed., with a Preface, 
by Roland Young (Evanston, Illinois: Northwestern Univer
sity Press, 1958), pp. 96-111. 

For the opposing argument that "facts" and "values" 
are separable, see Herbert A. Simon, Administrative Behav
ior: A Study of Decision-Making Processes in Administrative 
Organization (2d ed., New York: The Macmillan Company, 
1958), especially chap, iii, "Fact and Value in Decision-
Making," pp. 45-60. 

^G. W. F. Hegel, Reason in History: A General 
Introduction to the Philosophy of History, trans., with an 
Introduction, by Robert S. Hartman (Indianapolis and New York: 
The Bobbs-Merrill Company, Inc., 1953), pp« xxxvii-et passim. 
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L f >  
the mind of Mosca it becomes the "political formula."4 

Among modern political scientists, Truman, referring to the 

United States, thinks of it as the "democratic mold"^; 
i d  

Scharr describes it as a system of "core values."4" In 

the contemporary dialogue of social science it is most 
L Q  

often depicted as the "political culture.UHr7 Regardless of 

the term—and of the theoretical differences each term 

implies—some notion of world view is necessary to the very 

conception of "society" or "social system." The idea of a 

"political system" involves the same thing. Something must 

hold the "system" together; and that "something" is the 

^ Gaetano Mosca, The Ruling Class, trans, by Hannah 
D. Kahn, ed., and revised, with an Introduction by Arthur 
Livingston (New York; Toronto; and London: McGraw-Hill 
Book Company, 1939), pp. 70-et passim. 

I i j  
4'David B. Truman, The Governmental Process: 

Political Interests and Public Opinion (New York: Alfred 
A. Knopf, 1958), pp. 129-et passinu 

^ John H. Scharr, Loyalty in America (Berkeley and 
Los Angeles: University of California Press, 1957)> pp. 31-
et passim. Scharr's conception of the central elements of 
a world view will be employed here. "At the center of 
every society reposes a complex of values and attitudes 
regarded by alternatives." Ibid., p. 31. These Scharr 
refers to as "core values." 

Ĉf., Frank J. Sorauf, Political Parties in the 
American System, Basic Studies in Politics, ed. by Sheldon 
S. Wolin (Boston and Toronto: Little, Brown and Company, 
1964)) pp. 147-et passim; and Gabriel A. Almond and Sidney 
Verba, The Civic Culture: Political Attitudes and Democracy 
in Five Nations, The Little, Brown Series in Comparative 
Politics, ed. by Gabriel A. Almond, James S. Coleman, and 
Lucian W. Pye (Boston and Toronto: Little, Brown and 
Company, 1965), especially chap, i, "An Approach to Polit
ical Culture," pp. 1-44. 



values, attitudes, stereotypes, and resultant perceptions 

50 shared "by the human beings within it. 

All of which leads to further assumptions about 

American politics and history upon which this study is based. 

It is largely assumed here that Louis Hartz is correct when 

he contends that the American world view is, and always 

has been, that of liberalism,^ that the United States is 

52 a "liberal society." Since before the time of its consti

tutional formation it has existed, regardless of variations 

53 on the general theme, under the tyranny of Locke. 

This historical interpretation of the American 

Weltanschauung is, clearly, debatable. There is no need, 

however, to become embroiled here in controversy about it. 

For the purpose and scope of this study it is enough to 

assume that American liberalism has been one of the impor

tant ideological forces in the twentieth century. It is 

enough to assume that the content of this ideology is 

politically vital and, therefore, worth understanding. 

Most specifically, that it is worth understanding the way 

50 See discussion, infra, pp. 455-457. 

51 Louis Hartz, The Liberal Tradition in America: An 
Interpretation of American Political Thought Since the 
devolution (New York: Harcourt, Brace and World, Inc., 
1955). 

52Ibid., pp. 14-20. 

^Ibid. , p. $. 



in which liberals perceive the impact of business corpora

tions on the political system in the United States. 

Most people who pay attention to American politics 

would classify John Kenneth Galbraith as a "liberal." A 

writer of books and articles on political economy; a 

speech-writer for and advisor to presidents; Ambassador to 

India, he has had direct and indirect effect on American 

thought and policy. Indeed, it could be argued that, in 

terms of influence, Galbraith is the most outstanding Amer

ican liberal of the cold-war period. This too need not be 

debated. If he is not the foremost contemporary liberal 

figure, he is among the leading few. ̂  On this basis alone, 

his views about the significance of business corporations' 

for American politics are important. Moreover, the rele

vance of certain of his formulations to some of the 

currently prevalent theories in American political science 

comprise an added dimension of his ideas. 

At this point, certain other assumptions should be 

noted. Politics is a struggle for "the authoritative 

55 allocation of values for a society." It is, in other 

^Although it is difficult to think of another of 
his stature. 

55 x David Easton, The Political System: An Inquiry 
into the State of Political Science (New York; Alfred A. 
Knopf, Inc., 1964), pp. 129-et passim. This is Easton's 
definition of "politics." It seems more useful to use it 
as a definition of "law," or "public policy," and it is so 
employed here. In this paper, "politics" is defined as the 
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words, the pursuit, by whatever means, of public policy, or 

law. Policy, its formulation and implementation, is predi

cated upon "power," and, as Lasswell and Kaplan define it, 

56 "power is participation in the making of decisions. . . ." 

Power is the central consideration of any political analy

sis. The traditional problems of political inquiry: who 

rules?; why do they rule?; and how do they rule? are, 

descriptively and normatively, all matters of power. They 

involve the who, why, and how of participation in the making 

pursuit, by whatever means, of law, or public policy, or 
"the authoritative allocation of values in a society." 

56 
Lasswell and Kaplan, Power and Society, p. 75. 

Within this definition, the problem might arise 
regarding whether or not animals and other natural phenomena 
actually make decisions. The same question might, for 
instance, be addressed to the situation of human beings in 
mobs, cf., Gustave Le Bon, The Crowd; A Study of the 
Popular Mind (New York: The Macmillan Company, n.d.), 
pp. 29-30, and especially chap, i, "General Characteristics 
of Crowds: Psychological Law of Their Mental Unity," pp. 
25-3S (one can, of course, find Le Bon's argument on this 
of interest without agreeing with his elitism), or in other 
conceivable circumstances where extreme emotions are 
involved. 

If they do not make decisions, then the ability to 
affect their behavior cannot, strictly speaking, be thought 
of as "power." To get around this, it might be simpler 
to define power as the ability to influence decisions or 
behavior. 

However, the Lasswell-Kaplan definition will be 
employed here because it is certainly useful for most, if 
not all, of political analysis, and because it perceives 
power much as the implications in Galbraith's work suggest 
that he does. 
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57 of decisions. Consequently, this study is an attempt to 

understand how Galbraith perceives the relations and 

configurations of power in American society. The product 

of this is policy, and policy, in the final analysis, is 

what this investigation is all about. 

57 ^'For a discussion of this, see infra, pp. 449-455. 



CHAPTER 2 

GALBRAITH: SOCIAL CRITIC AND LIBERAL 

As theorist and publicist John Kenneth Galbraith has 

been prolific. Particularly during the past fifteen years, 

he has produced an impressive array of books and articles 

setting out a "liberal" view of economic and political 

society. His recent "emergence" as a public man has not 

diminished the output; it has only been added to by increas

ingly frequent speeches and issuance of position statements. 

". . . Officially an economist, and semi-officially a 

politician . . . Galbraith . . . has the habits, inclina

tions, and production rate of a successful freelance.""'' 

This, of course, makes it more difficult to come 

to grips with his ideas in a systematic manner. The think

ing of most people changes over a period of time—at least 

a little. If, like Galbraith, they write a great deal, the 

problem of discovering the basic consistencies in their 

thought is magnified. Added to this is the fact that, along 

with expected changes in emphasis, Galbraith has substan

tially changed—or modified—his fundamental theoretical 

position about American society. 

"^Victor S. Navasky, "Galbraith on Galbraith," New 
York Times Book Review, June 25, 1967, p. 2. 

27 
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It is clear that after 195^, and the publication of 

his most widely known book, The Affluent Society, 

Galbraith's interest becomes increasingly focused on the 

role of the business corporation in the economic, social, 

and political life of the United States. Evidence of this 

3 along the way is substantial, but its most overt and 

fullest expression comes with the publication of The New 

Industrial State^" in 1967• The foreword to this volume is 

interesting, Here Galbraith testifies that while working 

on The Affluent Society, "... another and larger world 

began obtruding itself . . ."on his thoughts. "This was 

a world of great corporations in which people increasingly 

served the convenience of these organizations which were 

meant to serve them." Although he ". . . resisted these 

thoughts,"-^ they persisted, and finally resulted in a 

^John Kenneth Galbraith, The Affluent Society 
(Boston: Houghton Mifflin Company, 1958). 

3 ̂Cf., John Kenneth Galbraith, American Capitalism: 
The Concept of Countervailing Power (revised ed., Boston: 
Houghton Mifflin Company, 1956); The Liberal Hour (Boston: 
Houghton Mifflin Company, I960), especially, chap, ii, "The 
Decline of the Machine," pp. 2$-43; chap, iii, "Economics 
and Art," pp. 44-62; chap, iv, "Inflation: What It Takes," 
pp. 63-76; chap, vi, "The Care and Prevention of Disaster," 
pp. 93-112, chap, viii, "The Nature of Social Nostalgia," 
pp. 124-140; and The Great Crash, 1929, with a new Intro
duction by the author (Boston: Houghton Mifflin Company, 
1961). 

^John Kenneth Galbraith, The New Industrial State 
(Boston: Houghton Mifflin Company, 1967). 

•'Ibid., p. vii. 
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significant reformulation of his analytic framework. 

Corporate enterprise has always been a central consideration 

in Galbraith's work but, though sometimes mentioned, it 

held this position primarily through inference and indirec

tion. Now the inferences are drawn, and the impact of the 

corporation clearly emerges as the leit-motif of his work. 

Along with this change—a most vital change, it will 

£ be argued—in his "angle of approach," Galbraith's inter

ests over the years have steadily become less those of the 

professional economist and more directly political. Long 

an adviser to presidents and other public officials on 

economic matters, he has now entered politics personally. 

Outside of serving with the Office of Price Administration 

during World War II, these political ventures have been 

recent; first as Ambassador to India from 1961 to 1963, 

then when elected National Chairman of the Americans for 

Democratic Action in 1966. This last provided a platform 

from which emanated a fairly voluminous series of speeches 

and position papers. Importantly, these have been little 

concerned with economics. They are, undoubtedly, based on 

Galbraith's previous economic thinking, but their concern 

is with the immediate problems of public policy, and the 

politics of achieving the policies desired. 

£ A useful concept from Sir Ernest Barker, "Reflec
tions on English Political Theory," Political Studies; The 
Journal of the Political Studies Association of the United 
Kingdom, 1, No. 1 (1953)* pp. 8-et passim^ 



There is a corollary to Galbraith's recent develop

ment as a political figure. During this time—indeed, 

predating it—his writing becomes increasingly less concerned 

with economics qua economics, and more the work of a social 

and political critic searching for a larger and more varied 

audience. It has been suggested that Galbraith is emerging 

7 as a man of letters. If so, it will be his letters 

on sociology and politics that will comprise the basis of 

his reputation. As he develops as a literary man—and one 

of the few modern writers to master the essay form —the 

breadth of what he writes about expands. His Scotch fore

bears in Canada,^ the relationship between economics and 

art—"there is none,""^ but there should be—, "the plea-

11 sures and uses of bankruptcy," peaceful competition with 

12 the Soviet Union, and the American military adventure in 

^Navasky, "Galbraith on Galbraith," p. 3. 
g 
Cf., Galbraith, Liberal Hour, where it is clear 

that Galbraith understands, and employs, the central tech
nique of essay writing—having one point in mind and 
sticking to it. 

9 John Kenneth Galbraith, The Scotch, with Illustra
tions by Samuel H. Bryant (Boston: Houghton Mifflin 
Company, 1964)• 

"^Galbraith, "Economics and Art," in Liberal Hour, 
p. 45. 

11 Galbraith, "The Pleasures and Uses of Bankruptcy," 
in Liberal Hour, pp. 169-177• 

1 2 
Galbraith, "The Strategy of Peaceful Competition," 

in Liberal Hour, pp. 7-27. 



13 Viet Nam v have, to mention but a few, been fit subjects. 

It is of interest to note that Galbraith's tone 

undergoes a corresponding transformation, especially when 

his voice is addressed to current problems of politics and 

policy. He is less complacent than he used to be about the 

social beneficence of corporate capitalism, and the subtle 

humor:—so much a part of his typical style—more and more 

frequently gives way to a voice of strident urgency. Until 

recently, the Galbraithian approach has' been to chide, not 

scold; to persuade by being funny and reasonable at the 

same time, while employing his great ability to phrase what 

might be upsetting to some in terms that tend to reassure. 

"Although he ostensibly addresses himself to the reading 

public at large, it is Galbraith's style gently to prod, 

13 John Kenneth Galbraith, "An Agenda for American 
Liberals," Commentary, June, 1966, pp. 33-34* This is a 
slight revision of John Kenneth Galbraith, "The Liberal 
Position in 1966," Address to the 19th Annual Convention of 
the Americans for Democratic Action, Washington, D. C., 
April 22, 1966-April 24, 1966. 

Also see, John Kenneth Galbraith, How to Get Out 
of Vietnam: A Workable Solution to the Worst Problem of 
Our Time, A Signet Broadside (New York: New American 
Library, Inc., 1967); and Vietnam: The Moderate Solution, 
distributed by Americans for Democratic Action (n.p.: 
Union for Democratic Action Educational Fund, Inc., n.d.), 
originally an Address delivered in Washington, D. C., June 
23, 1967> to a national meeting of "Negotiation Now." 

In regard to Galbraith on foreign policy, also see 
John Kenneth Galbraith, "Statement on the Middle East 
Conflict; Issued by John Kenneth Galbraith, ADA National 
Chairman, June 7, 1967," Press Release: Americans for 
Democratic Action (Washington, D. C.), June 8, 1967. 
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anticipate and disarm his potential economist-critics almost 

en passant in the course of the general argument.""^ 

This approach still prevails, especially in his books. 

But there is, increasingly, also another Galbraith. This is 

a Galbraith less concerned then before about convincing 

professional economists, than he is the larger public; who is 

more candid and direct, referring to . . the permanent 

diplomatic and military establishment under the general 

chairmanship of the New York foreign policy syndics," or 

11. . . the over-age and weary ideas and the over-used and 

tired men on which our foreign policy, as it is known, 

depends. 

A new combination of focus and tone—the focus and 

tone of the involved activist—has given Galbraith new 

importance and effect on the American political scene. To 

think of him as a possible candidate for high public office 

is not out of the question. No less perceptive an observer 

than James Reston views "... this tall, eloquent, and 

pugnacious man . . as "'the most articulate spokesman 

of the scattered Vietnam peace forces in America . . . who 

"^Navasky, "Galbraith on Galbraith," p. 3. 

"^Galbraith, "Agenda for American Liberals," pp. 
29-30, 31. 

1 James Reston, "A Tough Leader for the Peace 
Groups," San Francisco Examiner and Chronicle: Chronicle 
Sunday Punch, July 9» 1967» P« J~> 
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is just old enough [5$] and big enough . . . and Scotch 

enough to turn the peace movement into a political movement, 

17 if this is what he decides to do."' To describe Galbraith 

—at least the Galbraith known to the public—as "pugnacious" 

would, a few years ago, have been as ridiculous as to call 

him a politician. That Reston now does both testifies to a 

profound change in the man. Although still a member of the 

1 S "Establishment," "... his books, while often highly-

critical, are often bought by Establishment members and, if 

properly memorized, can be used for the Establishment's 

17 Quoted in "The Galbraith Dimension," Newsweek, 
October 2, 1967, p. 24. 

1 d 
On this, cf., Richard Rovere, The American Estab

lishment and Other Reports, Opinions, and Speculations (New 
York: Harcourt, Brace, and World, Inc., 1962). Galbraith's 
role in the formulation of this volume, as reported by David 
Halberstam, is interesting. 

The original study of the Establishment was begun 
when Galbraith and Richard H. Rovere both attended a 
dull conference on the Isleyof Rhodes just after Henry 
Fairlie published his expose of the British Establish
ment. At dinner Galbraith asked Rovere who was the 
head of the American Establishment, and Rovere, about 
to give several names, suddenly said, "I've got it!"and 
cited John J. McCloy. He was right, of course. 

Then followed the landmark article signed by Rovere 
on the Establishment, revealing who was in it (and more 
important, who was not) and the names of its organiza
tions and columnists. The piece had a profound effect 
and was avidly studied by large numbers of people (all 
of them outside it, of course). It was entered into 
the Congressional Record, and got even wider circula
tion when John Rousselot (later to leave the House 
involuntarily and work for the John Birch Society) sent 
it out under his franking privilege to warn his constit
uents that, yes it was true, what they had all so long 
suspected, and here was the proof. 
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enrichment." His differences with those in authority—espe

cially, but not only, over inflation and American policy in 

Viet Nam—are clear. "Galbraith begins to emerge as a critic 

19 who manages to keep as many lines out as possible." 

All of this reflects the fact that "he has become, in 

American life, a very respectable figure and a successful 

20 one." Galbraith is now important not only for his writ

ings, but also, on the foundation of those writings, for his 

role as a political figure operating at the center of contro

versy. 

The "Conventional Wisdom" 

These shifts in mood and emphasis complicate an 

attempt to understand what Galbraith represents in theory, 

doctrine, and ideology. To some extent, they must show 

through the effort to harmonize his ideas and render them 

coherent and consistent. The difficulties are compounded 

when the relationships between his economic and his polit

ical thinking are considered. 

Galbraith received a good deal of credit for his 
contributions (though possibly not enough; he later 
told one friend, "I dreamed the whole thing up and gave 
it away to Rovere one night over dinner and even then 
he got it wrong"). The piece came out in Esquire while 
Galbraith was Ambassador to India, an obvious Establish
ment position. Even Galbraith admits this. "You can't," 
he says, "refer to someone as "the radical Ambassador." 
(David Halberstam, "The Importance of Being Galbraith," 
Harper's Magazine, November, 1967* p» 54) 

19Halberstam, "Importance of Being Galbraith," p. 54* 

^Idem. 
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Despite a serious attempt here to isolate Galbraith's 

economics from the rest of his thought, it would be mislead

ing to refer to him as anything but a "political economist" 

or, perhaps, a "social economist." Even when dealing most 

"purely" with economics, his work reflects a conscious 

awareness that ". . . the line between economics and politics 

must truly be an imaginary one—it as a parallel that must 

be crossed and recrossed without consultation even with the 

21 reader." In fact, it is only as political economy, or 

social economy, that his economic thought can be understood. 

Galbraith is a political economist, or a social 

economist, because the consistent objects of his inquiry 

are the thoughts, feelings, and consequent actions of people 

as they function in the economic order. He knows the statis

tical models, but his approach is too multifactoral to be 

22 encompassed by them. Because of this—and, perhaps, style 

and taste—charts, graphs, and tables are not found in his 

writings. As all liberals, Galbraith is centrally committed 

to rationality. He is convinced that men in societies can 

23 largely attain it and predicate their actions on it. But 

he is too interested in actual human behavior to assume 

21 Galbraith, American Capitalism, p. ix. 

22 For Galbraith's position on this, see discussion 
infra, pp. 496-502 and 522-523. 

23 For Galbraith's position on this, see discussion 
infra, chap, xviii, especially, pp. 509-511* Also see infra, 
pp. 534-541, and Appendices A, D, H, and I. 
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it, as statistical model-builders do. Indeed, it is the 

irrationalities in human thought and action that intrigue 

him the most. His fascination is with how people learn; 

how they persistently attempt to apply the ideas they inherit 

to realities that have changed; how they struggle with new 

conceptions better suited to deal with these realities. 

If there is one consistency in Galbraith's economic 

thought it is precisely his unwavering interest in the human 

predilection for the irrational. In this, his target, what

ever the particular subject, is always the same. Underlying 

all his work is the awareness that the ideas human beings 

are weaned on form the basis of their vision not only of 

what the world is, but also, of what it ought to be. To 

let these ideas go threatens their sense of order and 

reality. It follows that "... a vested interest in 

understanding is more preciously guarded than any other 

treasure." This "understanding," regardless of its fre

quently apparent sophistication, really is not understanding 
21 

at all. It is simply the "conventional wisdom," a basis 

for justifying habitual response in place of thought. 

This, Galbraith suggests, poses an especially acute 

problem in the area of social policy. In this realm, in 

particular, men feel a vital stake in their Weltanschauung, 

and they react to attacks on it far more emotionally than 

2 J  +Galbraith, Affluent Society, pp. 9-et passim. 
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they do to criticism elsewhere. It is, for instance, no 

surprise that chemists are rarely viewed as "subversive" 

because of the work they do, while social scientists and 

social philosophers—if they are doing what they should be 
25 26 

doing, analyzing, not "celebrating" —frequently are. It 

is, Galbraith argues, the fact that people hang on very 

tightly to their social world view which causes the not 

uncommon phenomenon that "in social matters . . . nostalgia 

for earlier arrangements leads regularly to the conclusion 

that they are better and that they should, if possible, be 

reinstated. 

2S "Social nostalgia" and the conventional wisdom 

are encountered whenever people try to think intelligently 

about politics and society. They are especially powerful 

bulwarks against thought when it comes to economics. This 

is because "like theology and unlike, mathematics, economics 

deals with matters which men consider very close to their 
29 lives." The effect of economic policy is usually direct 

2̂ Cf., Mills, Power Elite, p. 25, where Mills refers 
to "those who have abandoned criticism for the new American 
celebration. ..." 

26 For Galbraith's position on this, see discussion 
supra, pp. 35-36, and infra, pp. 496-502. 

2̂ Galbraith, "Nature of Social Nostalgia," p. 124. 
pd 
See ibid., pp. 124-140. 

29 Galbraith, American Capitalism, pp. x-xi. 
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and apparent. New ideas threaten—or appear to threaten— 

immediate dislocation. Basic need and survival is perceived 

to be involved. 

In America, Galbraith notes, this is intensified by 

the generally held assumption that material goods must always 

be scarce and that there can never be enough to go around. 

Hence, the subject of economics is all the more sensitive 

and frightening for most people. Since they have at least 

survived under present conditions, the economic status quo 

becomes something to hold on to and, consequently, "there 

has always been a tendency for its ideas to crystallize into 

30 dogma. . . ." Economic stereotypes are rigidly adhered 

to—attacks, or what appear to be attacks, on the conven- " 

tional wisdom in this realm are instantly and emotionally 

resisted. 

It is necessary, moreover, to reaffirm the validity 

of accepted economic ideas on a frequent and regular basis. 

Here, Galbraith notes, "no society seems ever to have 

succumbed to boredom." Most impressively in regard to the 

conventional wisdom of economics, "man has developed an 

obvious capacity for surviving the pompous reiteration of 

31 the commonplace." Indeed, not only does he survive it, 

he requires it. Fourth of July speeches which guarantee 

30 Ibid., p. xi. 
31 
Galbraith, Affluent Society, p. 17. 
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that all is right with the economic world, that the 
32 "pictures in our heads" are accurate, that what seem to 

be facts are not facts at all, serve an important social 

function. They work to preserve cohesion and keep the 

economic order going. 

This need for reaffirmation, Galbraith argues, 

explains the "... recurrent preference in economic matters 

33 for formidable nonsense." For the "sophisticated," of 

course, the "nonsense" must be more formidable than for 

those who have not seriously pursued the subject of econ

omics. But for everyone, or nearly everyone, a persistent 

adherence to traditional ideas gets in the way of perceiving 

and understanding new realities—as, for instance, the 

emergence of the giant corporation as the characteristic 

form of modern economic society. 

"Liberals" and "Conservatives" 

In formulating the concept of the conventional 

wisdom, Galbraith is not saying that there is only one 

economic viewpoint in the United States. What he is 

claiming is that American economic discourse largely occurs 

only within a generally accepted frame of reference, and 

that it is the rare economic thinker who ventures beyond it. 

32 Cf., Lippmann, Public Opinion, especially chap, i, 
"The World Outside and the Pictures in Our Heads," pp. 3-20. 

^Galbraith, Great Crash, p. 16. 



Galbraith's primary focus is on ideas because, in his view, 

they are the basis of behavior. He has an interest in 

thinkers who are not traditional—perhaps because, in many 

ways, he is not traditional. But the ideas of such people 

do not command much of his analytic attention. This is 

directed, instead, toward ideas that are held generally, 

and the variations among these. Within the mainstream, it 

is ". . . the differing political attitudes of Americans 

on economic issues""^ that most capture Galbraith's atten

tion as a political economist. 

This attention is predicated on an assumption about 

the nature of these differences, not only in attitudes, but 

in thought as well; an assumption that is, by no means, 

unconscious. Indeed, he is quite explicit about it. Econ

omic discourse in America, Galbraith contends, divides 

into two main positions. This is not, as in England, 

between Socialists and Tories; nor is it between "Left" 

and "Right." These terms contain certain connotations 

that are misleading in the American context. • In trying to 

understand economic attitudes and ideas in the United 

States it is best to ". . . classify all men as liberal 

or conservative—if not by birth at least by temperament 

35 and the effects of circumstance." The major thrust of 

-^Galbraith, American Capitalism, p. ix. 

•^Idem. 
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Galbraithfs work is grounded in the assumption of this 

dichotomy and the differences, or lack of differences, it 

reflects. 

Conservatism, in Galbraith's view, is relatively 

easy to identify. First of all, and most fundamentally, 

"American conservatism has the unifying characteristic of 

dislike of change." Within this, however, there is a 

distinction which must be taken into account. Conservatives 
r -V 

. . divide as to tactics—as between those who resist 

change qua change, which is perhaps the normal pattern . . . 

and those who accept limited change to protect the broad 

contours of past and present." 

American liberalism, however, is not so simple. 

Unlike liberalism in Europe, it is not merely . . resist

ance to any interference with vested positions of monopoly 

or privilege as well as to any and all forms of state-

sponsored planning." Quite the contrary, "American liber

alism is far more likely to view an improvement in welfare 

and also an attack on vested position as its central tasks 

and to accept, or indeed seek, whatever state intervention 

37 it believes to be required for these ends." 

Having thus defined American liberalism, Galbraith 

is quick to point out his own reservations about the 

^Ibid., pp. ix-x. 

37 Ibid., p. x. 



42 

definition. Actually, he points out, . . on economic 

matters both its methods and its goals are extremely 

diverse." To oversimplify liberalism would be to misunder

stand it. "When a basket is filled with a great many 

different vegetables, one should not strain to say it 

contains only potatoes." Galbraith has no doubts that 

American liberalism is precisely such a metaphorical basket. 

Perhaps, he suggests, what must be stressed is an anti-

privilege, pro-welfare attitude, and "the best we can do 

with the term, as we use it, is to assume such an attitude 

coupled with a general disposition to change." When this 

combination is found so, in all probability, has an American 

liberal. 

That these definitions can be rejected for their 

lack of detail and precision is evident. Galbraith has not 

adequately distinguished conservatives from liberals. It is 

also possible that when he divides conservatives into two 

types because they disagree about tactics, he is really 

describing two different economic philosophies, one or 

neither of which may be rightly called "conservative." 

But Galbraith is not trained in political philosophy; its 

niceties and nuances are not his interest. And, in any 

event, these are the definitions he uses. As such, they 

provide an important clue to his perceptions of the American 

3̂ Idem. 



economic scene and of the possibilities within that scene. 

They should be understood as a backdrop for his economic 

thought. Furthermore, they provide the ideological targets 

at which, in one way or another, his analysis is always 

aimed. 

Between the two—conservative or liberal—there is 

no doubt about which side Galbraith identifies with. 

Although he can assert, tongue in cheek, that he is . . 

a conservative and thus disposed to find antidotes for the 

suicidal tendencies of the economic system—a disposition 

which, by an oft-noted inversion of language, quite fre-

39 quently earns a reputation as a radical," it is evident 

that he is neither a conservative, nor a radical, but a 

liberal. To preserve the economic order a receptivity to 

innovation and new ideas is necessary. This is not, by 

Galbraith's definition, a conservative trait. It is, how

ever, a central feature of the liberal personality. 

Liberals, for Galbraith, are those who can see 

straight—or at least straighter than others. He notes 

that "Adlai Stevenson once referred to the moment just before 

presidential elections when even the most obsolete men 

become reconciled, if briefly and. expediently, to the 

39 -^ Galbraith, Great Crash, p. xx. 



machine age. He thought that this pause in normal conserva

tive occupation might be called 'the liberal hour.'"^ 

However, liberalism is more than the ideological 

foundation of those who more accurately perceive reality. 

It is also the commitment of people who are committed to 

doing whatever must be done for the formation of rational 

economic policies which further the values of ". . . gener

osity and compassion. . . Perhaps, in the final 

analysis, this is the best statement Galbraith makes about 

what, in his view, American liberalism is all about. 

Importantly, Galbraith argues, liberalism has become 

the dominant ideology in the United States. "These, without 

doubt, are the years of the liberal. Almost everyone now 

so describes himself. Even the stoutest conservative 

confesses to flashes of liberal perception. The less stout 

praise even their imperceptible liberal tendencies. For 

the rest, a liberal stand on issues is synonomous with a 

sound and intelligent position.If, it might be added, 

evidence for this assertion is required, much can be discov

ered in the necessary rhetoric of presidential election 

campaigns. 

^Galbraith, Liberal Hour, Epigraph. 

^"Galbraith, "Strategy of Peaceful Competition," 
p. 22. 

i 2 
Galbraith, "Agenda for American Liberals," p. 29. 
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The inference of Galbraith's position is that as 

American economics have become more corporate, American 

ideology has become increasingly more liberal. If he leaves 

the question of their causal relationship moot, he is quite 

clear about the correspondence in their development. 

Galbraith's economic formulations are directed at 

all Americans in the liberal-conservative dualism. Plainly, 

however, it is the liberals who capture the bulk of his 

attention. For one thing, there are more of them. If a 

choice must be made—and, in terms of effectiveness, it 

often must—it is far more important to reach liberals than 

convince conservatives. Secondly, because liberals are 

more rational, perceptive, and open to change, they are 

likely to be more receptive to new ways of looking at econ

omic problems. The conservative record in fielding new 

ideas is dismal. The liberal percentage in this category 

is better. 

But, Galbraith warns, it is not too much better. 

While "liberalism, as it has been known in the United 

States, has no problem of quantity," there is, "perhaps 
in 

. . .  a  s l i g h t  c o n t i n u i n g  p r o b l e m  o f  q u a l i t y . , , q "  T h i s  i s  

because in regard to certain basics involved in thought, 

liberals are as shut off to innovation as conservatives. 

"The . . . attitudes of both liberals and conservatives are 

^Idem. 
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deeply conditioned by social nostalgia, and in many 

important realms of economic inquiry, both are equally 

committed to ". . . the authority of the accepted . . . 

leading to the fact that "some of the sharpest . . . 

conflicts of our time are between liberals who seek change 

to a nostalgic goal and conservatives who defend the 

status quo."^ It would not, Galbraith suggests, be 

surprising to find that just about everyone who engages in 

economic discourse in America is out of touch with reality. 

This view of America reflects the series of assump

tions on which Galbraith's economic ideas are built. It is 

an America where dialogue over public issues is dominated 

by liberals and conservatives, with liberal attitudes in 

the majority, and with each side unable to perceive reality 

because its fundamental economic perceptions are mired in 

the conventional wisdom. Galbraith, in a vitally central 

sense, is concerned with the liberal failure to perceive. 

He is, in his own view of himself, a liberal largely 

addressing himself to other liberals, urging them to compre

hend the economic facts of the twentieth century—facts they 

^Galbraith, "Nature of Social Nostalgia," p. 124. 

45 ^Galbraith, American Capitalism, p. xi. 

^Galbraith, "Nature of Social Nostalgia," p. 124. 
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must come to grips with if their ideals are to have effect. 

At the center of this cluster of new facts is something 

that traditional thought has no place for—the growth of 

enormous business enterprise and the development of the 

corporation. 

The Separation of "Economics" and "Politics" 

At first, it seems "obvious" that Galbraith's polit

ical views are built upon the foundation of his economic 

analysis. Since he is trained as an economist, this appears 

to make sense. Certainly, his language is that of a profes

sional economist. But the more the man and his work are 

considered; the more his range and diversity are appreciated; 

the less does the obvious seem true. There are, in fact, 

times when it is tempting to argue the reverse; that 

Galbraith's real concerns are social and political, and 

that his economic inquiry is simply a tool in the service 

of these. Probably, however, the most accurate view is 

that his economic, social, and political ideas are so 

interlocked they cannot really be separated. 

This, of course, is not uncommon. Despite the 

vested interests of academic departments, and a yearning 

for the intellectual safety of "expertise," the division 

of the economy, the social structure, and the political 

process into discrete "disciplines" is artificial at best. 

At worst—when these divisions become professional 



stereotypes, tightly held on to as though they reflect 

something empirically "real"—they are ridiculous. That 

"their" subject matter constantly spills over the boundaries 

into each other's territory is inescapable. This is the 

general case. It is more so when specifically dealing with 

the ideas of a man like Galbraith who is essentially 

concerned with human beings as totalities. 

Yet the precise purpose of analysis is to dissect; 

to separate and isolate variables that cannot really be 

separated and isolated. Its artificiality notwithstanding, 

such an enterprise has value. It serves to clarify and 

sharpen perceptions of the relationships which constitute 

the organic whole. And, when the elements are reassembled 

—a step that is frequently skipped—, insight and under

standing about the total reality of the subject has, 

hopefully, been enhanced. Comprehension of what is import

ant and what is trivial has been improved. These are the 

only reasons for analysis. They are the reasons here. 

On the basis of this apologetic, and with an acute 

awareness of how artificial it is, the next two chapters 

will focus on Galbraithfs economic position as distinct 

from his social and political views. The attempt will be 

made to uncover what is fundamental and at least somewhat 

consistent in his economic thinking, with a special emphasis 
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on that part of it which relates to his perceptions of the 

role of the business corporation in the American political 

system. 



CHAPTER 3 

THE "CONVENTIONAL WISDOM" OF CAPITALISM 
AND THE FAILURE OF PERCEPTION 

Because Galbraith is so concerned with the thoughts 

Americans carry in their heads, and with the feelings and 

actions that devolve from these thoughts, his view of modern 

economic society is almost always expressed in juxtaposition 

to ideas that are traditional in the United States. The 

basis of this tradition is found in a series of concepts 

and attitudes which emanate from the ideas of what is 

variously known as the competitive model, classical capital

ism, or free-market doctrine, and which "... are the 

common heritage of liberals and conservatives alike. 

What presently exists, Galbraith argues, has developed out 

of the free-market system, or what Sweezy refers to as 

2 "competitive industrialism." Now the system is gone, but 

its stereotypes remain. These capitalist stereotypes form 

the conventional wisdom in economics and are an inseparable 

part of Galbraith's analysis. His views about the current 

economic scene cannot be understood except in the context 

•^Galbraith, American Capitalism, p. 11. 

2 Paul M. Sweezy, "The American Economy and the 
Threat of War, Monthly Review, II, No. 7 (1950), 336-et 
passim. 
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of his conception of the conventional wisdom of classical 

economics, a conception which he dialectically bounces them 

off. 
3 In two of his major works Galbraith spends consid

erable time formulating the basic ideas of free-market 

doctrine. He does so precisely because they are crucial to 

his own views about modern economics. Indeed, his percep

tions of the modern world cannot really be understood except 

as they relate to these formulations. It is, therefore, in 

order to summarize them—briefly—so that his depiction of 

the contemporary world of the corporation can be better 

understood. 

Needless to say, free-market doctrine is subject— 

and has been subjected—to many emphases and interpreta

tions.^ What follows is not intended as a complete outline 

of the doctrine. It is meant, rather, to indicate what 

elements within classical economic thought Galbraith thinks 

are important, and what his views are regarding the content 

of these elements. 

3 ^Galbraith, American Capitalism, especially chaps, 
i-v, and Affluent Society, especially chaps, iii-v. 

^"Cf., Robert L. Heilbroner, The Worldly Philoso
phers: The Lives, Times, and Ideas of the Great Economic 
Thinkers (.New York: Simon and Schuster, 1953) > chap, ii, 
"The Economic Revolution," pp. 9-32, chap, iii, "The 
Wonderful World of Adam Smith," pp. 33-66, chap, iv, "The 
Gloomy World of Parson Malthus and David Ricardo," pp. 
67-95. 
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General Outline of the Classical Model 

Much of what passes for economic analysis among 

present-day businessmen, government officials, and econo

mists, Galbraith argues, is actually the prisoner of a set 

of . . rules that derive their ultimate authority from 

men of such Newtonian stature as Bentham, Ricardo, and 

Adam Smith."^ These rules prescribe an economic order 

comprised of many sellers and many buyers, all operating 

autonomously in the market to maximize their personal 

economic gain or profit. Their behavior is automatic 

because, it is assumed, men are rational, and the quest for 

profit is a rational goal which is a precise consequence of 

£ the nature of man. Access to and egress from the market 

is easy as the amount of capital necessary to enter a busi

ness is relatively small. 

Ideally, the information that each entrepreneur 

has about market conditions, as well as the intentions and 

actions of other participants in the market, should be 

complete—or perfect—but something approximating this is 

sufficient-.- Sellers of the same commodity compete among 

themselves to increase their portion of the market for that 

product. To some extent, competition takes place through 

5 ^Galbraith, American Capitalism, p. 1. 

£ The central point of the view of human nature held 
by the classical economists was, perhaps, best stated by 
Adam Smith when he argued that man, by nature, is a barterer 
and a trader. 



improvement of the product, or product innovation. Basi

cally, however, it operates along the lines of ". . . price 

competition, the very motor of the competitive model. 

7 . . ." The energies of innovation are to be directed 

primarily at lowering the costs of production, allowing 

lower prices and a maximization of buyers, or share of the 

market. 

No participant can control prices, at least to any 

meaningful extent. Price setting is the function of the 

impersonal forces of the market itself—forces such as the 

cost of production but, most importantly, the forces of 

supply and demand. "Sellers . . . [are] exposed to prices 
fi 

that . . . [are] made in the markets of the world at large." 

So, of course, are buyers. In the market of many sellers 

and many buyers no participant has "market power"—that is, 

the ability to set or significantly influence prices. 

As formulated in Say*s Law of Markets, a balance 

between supply and demand will be the automatic result of 

the natural operation of the economic order. "Freely 

moving prices . . . are the rationing and allocating 

machinery of the economy. They keep demand for goods equal 

to what is available; they guide resources from less to 

7 Galbraith, American Capitalism, p. 44* 

^Ibid., p. 15. 
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more important uses." Production will gear itself to meet 

demand and, conversely, the very act of producing will 

create demand through wages earned by workers. Because 

workers will agree to work for more or less, depending 

upon general market conditions, there is always a point on 

the wage scale where it is profitable for an employer to 

hire them. Full employment is, thus, a guaranteed outcome 

of the free-market. Depressions are impossible. Outside 

of minor and temporary fluctuations, when supply and demand 

are in the process of adjusting to each other, there will 

always be equilibrium at a full-employment level. 

This is an economic order that operates to the bene

fit of all. Even those who fail under the pressures of 

price competition and are driven out of business receive 

the benefits of lower prices in their role as consumers. 

Moreover, if these former entrepreneurs are turned into 

workers, they need have no worries. As long as the true 

principles of economics are operative, there will always be 

employment for them. 

In the economy of many sellers, where no one has 

market power, businessmen will try to enhance their portion 

of the market through innovations, especially those which 

reduce costs and, subsequently, prices. Their increased 

g 
John Kenneth Galbraith, A Theory of Price Control 

(Cambridge: Harvard University Press, 1952), p. 2"! 
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share of the market will, however, soon be lost as others 

rush to copy their innovations, reduce prices, and recapture 

customers they have lost. Thus, the natural tendency of 

the economic order is to regain, or at least approximate, 

its former equilibrium. 

Monopoly, if not impossible, is extremely unlikely. 

The classical economists were little concerned with monop

oly as a problem. Some of them did suggest, however, that 

in those rare instances where—because of the nature of the 

industry—monopoly appears, it should be regulated by the 

state. This is one of the few exceptions to the general 

rule that government should have no function in the economic 

order. Based on the assumption that economics and politics 

constitute, in fact, two separate spheres of human activity, 

the argument is that these spheres not only should but, in 

fact can, be kept apart from one another. 

The assumption that human behavior falls into two 

realms, the private and the public, and the argument that 

these realms should and, in fact, can be kept separate, is 

a doctrinal starting point throughout the liberal tradition. 

That the private is superior to the public is considered 

self-evident. Liberals also assume that economics is 

properly private, while politics is precisely public. 

Even certain modern liberals, who argue for governmental 

"intervention" in the economy, make this assumption. 
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The term "intervention" is in itself a clue to this, although 

since the time of John Stuart Mill such "intervention" into 

distribution has had the approval of many liberals, so long 

as production was left alone.So is the standard liberal 

view that people in business are upstanding citizens who 

should be admired, while those engaged in politics are 

dirty and not to be trusted. It should be added that most 

liberals who accept these assumptions are not conscious of 

the fact that they are doing so. Among these is Galbraith, 

whose thinking along these lines will be treated in a 

subsequent chapter. 

In any event, for the classical writers, aside from 

regulation of the unusual monopoly that might develop, the 

government is to act only as an umpire in the economic game, 

making sure that the participants play according to the 

stipulated rules. Its central function here is to guarantee 

that contracts entered into by entrepreneurs are adhered 

to and performed upon. Aside from these limited functions, 

government is to strictly stay out of economic affairs. 

Under the operations of "the invisible hand," the principle 

of laissez faire is to prevail. 

Despite the fact that the previous balance in market 

position is always, at least roughly, the long-term result 

10 
See John Stuart Mill, Principles of Political Econ

omy; With Some of Their Applications to Social Philosophy, 
ed., with an Introduction by Sir W. J. Ashley (London: Long
mans, Green and Co., Ltd., 1926). 
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of competition, businessmen are forced to innovate by the 

very logic of competition. This, as Marx points out, is 

because information is never perfect, especially about the 

intentions of others in the same industry. Because of 

this, even if an individual businessman realizes that the 

operative principles of the economy prevent him from really 

cashing in on innovation—at least for long—he is forced 

to innovate by his fear that if he does not, another will, 

and that he will then have to struggle simply to recover 

the market position that is already his."*""'" "In such a 

manner a Darwinian struggle for business survival ..." 

concentrates "all energies on the reduction of costs and 

.,12 prices." 

11 Marx refers to this as "the law of the declining 
rate of profits," and considers it to be one of the inher
ent contradictions of capitalist economic systems. For 
Marx, workers can be exploited, but machines cannot. Yet 
the logic of competition drives capitalists to employ 
increasingly more machines, because of their superior effi
ciency, and increasingly less workers, decreasing their 
profits, driving them in the long run, out of business, and 
eventually, in combination with other factors, destroying 
capitalism itself. 

Even if this is understood, the motivation for 
immediate profit overcome, and an agreement among capital
ists not to mechanize reached, the process, Marx argues, 
will continue. This is because information is never complete 
enough to assure each entrepreneur that the others are 
holding to the bargain. Rather than take the chance of 
being driven from the market, or of losing their market 
position, they will introduce machinery themselves. 

12 Galbraith, American Capitalism, p. 19. 
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The application of the principles of capitalism thus 

results in a steadily increasing efficiency in production. 

This was a centrally important argument in favor of the 

competitive model. "In the world of Ricardo goods were 

13 scarce." Consequently, an economic order which enhanced 

production and, at the same time, made it cheaper, was 

viewed as highly desirable. "Until the nineteenth century, 

grinding poverty had at all times and in all places been 

the fate of all but a minority of mankind. For the relief 

of this poverty, nothing could be quite so important as to 

get more production from existing manpower and resources." 

In a world of scarcity, the social value of the free market 

was clear. The chance to realize a profit may have 

attracted the entrepreneur, but "its solution of the problem 

of efficiency was what commended the competitive model to 

the economist. 

The Economics of Despair 

This emphasis on production efficiency became all 

the more vital when a new element entered the thinking of 

the classical economists—an element which came to epitomize 

Manchester Liberalism. The early exponents of free enter

prise, such as John Locke and Adam Smith, were optomistic 

"^Galbraith, Affluent Society, p. 123. 

"^Galbraith, American Capitalism, p. 24. 



about the public benefits of the new capitalism. It would, 

they were convinced, be an order which would truly work for 

the general welfare—for the economic good of all members 

of society—capitalists, consumers, and workers alike, and 

in all their roles. But early in the nineteenth century 

another idea became infused into the free-market view. 

Population, argued men like Thomas Malthus and David Ricardo, 

would always press on food supply. No matter how much was 

produced there could never be enough, because the birth rate 

would automatically grow in geometric proportion to the 

increased supply of food and other goods that made life 

possible. On the basis of this, the economics of despair 

was born. Economics became "the dismal science." Scarcity 

would be the perennial condition of mankind. 

Under such conditions, economists now contended, 

choices have to be made as to who is to possess and who is 

to be deprived. Certainly such decisions must be made with 

the social good in mind. Since production—already the 

15 central social value of capitalism ^—was now all the more 

15 ̂One of the major purposes of The Affluent Society 
is to point out how strong the value of material production 
is in the minds of Americans, cf., Galbraith, Affluent 
Society, especially chap, ix, "The Paramount Position of 
Production," pp. 121-138. 

However, Galbraith suggests, even though production 
is what Americans are consciously concerned about, it is 
really unemployment that worries them, cf., ibid., espe
cially chap, viii,,"Economic Security," pp. 98-120, and 
discussion infra, pp.2^5-2^7. Also, along these lines, 



crucial, it followed that those who made the greatest 

contribution to production should be most rewarded. Clearly, 

the businessmen who invested their capital and made produc

tion possible were the most important elements in the 

economic order. It was vitally important that those who 

possessed venture capital and could invest were encouraged 

to do so. 

Given the overshadowing reality of population expan

sion, the production battle can never be won. Yet it must 

be fought as best it can. And the best way to fight is to 

be sure that profits on investments are as attractive as 

possible. The fact that land becomes more valuable as more 

is needed for increased production, and that landowners who, 

in many instances, contribute nothing to production are 

realizing greatly enhanced incomes is, perhaps, unfortunate. 

Short of revolution, however, it is a necessary, and inci

dental, by-product of a tactic which derives from economic 

necessity. "In other words, capitalists must prosper if 

there is to be progress and landlords cannot help reaping 

its fruits. Such was the ultimate conclusion of the 

new economists of despair. 

Galbraith*s argument that, since the 1930's, Americans have 
a fear amounting to a psychosis about the reoccurrence of 
depression with its consequent unemployment, is interesting, 
cf., Galbraith, American Capitalism, especially chap, vi, 
"The Depression Psychosis," pp. 63-53. 

-I Z 
Galbraith, Affluent Society, p. 30. 
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its fruits." Such was the ultimate conclusion of the 

new economists of despair. 

Galbraith*s argument that, since the 1930's, Americans have 
a fear amounting to a psychosis about the reoccurrence of 
depression with its consequent unemployment, is interesting, 
cf., Galbraith, American Capitalism, especially chap, vi, 
"The Depression Psychosis," pp. 63-83. 

-l /T 
Galbraith, Affluent Society, p. 30. 
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The Iron Law of Wages 

When the doctrine of free enterprise was originally-

formulated it was a fitting and liberating extension of the 

Enlightenment out of which it came. A harmony of the 

pecuniary interests of all would be the natural outcome of 

an order governed—as it would be—by the true principles 

of economics. But now, because of the new understanding of 

the facts and effects of population pressure, the interests 

of all could not be equally served. Everyone could not 

prosper. Some must suffer. 

If it was reasonable for capitalists to gain the 

most, it was, economists argued, equally reasonable that 

those who made the least contribution to the central value 

of production should suffer the most. These, of course, 

were the workers—those who toiled for wages paid by 

capitalists. Certainly, workers are more readily available 

than venture capital. In fact, of all the elements that 

go into the production of wealth—land, labor, and capital— 

labor is the only one of which there is a plentiful supply. 

Hence, the argument continued, the buying power of workers 

should be kept at a subsistence level—that which allows 

them to keep working and produce more workers—and no more. 

. . Any surplus wealth, above the requirements for bare 

subsistence, would be promptly absorbed into the additional 
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17 mouths that wealth itself would spawn." Consequently, 

workers must be paid so their supply will neither diminish 

nor increase. "This was the iron law of wages." 

The classical economists assumed that under capital

ism there will be cycles of relatively good and bad business, 

and that all sectors in the economy will feel these changing 

conditions roughly to the same extent. When business is 

bad it is simply because supply and demand are in the process 

of adjusting to one another. The condition is temporary and, 

if the economic order is allowed to operate autonomously, 

will soon end. In any event, poor market conditions will 

only effect profits and business expansion. Employment will 

be untouched. And as long as the worker is free to sell 

his labor at a price that makes hiring him worthwhile, it 

will continue to be so. 

It followed that "unemployment, which was so suffi

ciently a fact that it could not be ignored, was generally 

associated with the activities of unions." For the propo

nents of the competitive model, "unions prevented the worker 

from getting himself employed by preventing him from 

reducing the wage at which he offered to work. He was thus 

restrained from making it worth the while of an employer to 

17 'Galbraith, American Capitalism, p. 102. 

Galbraith, Affluent Society, p. 30. 
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19 hire him." This restraint was considered an "artificial" 

intrusion on the "natural" workings of the economic order 

and, as such, should not be tolerated. Not only do unions 

cause people to be out of work. More importantly, they 

impair the productive capacity of economic society in its 

endless battle against impinging scarcity. 

The Money Supply 

Clearly, in the minds of its exponents, capitalism 

is a system of economics which will work naturally and 

harmoniously toward the vital goal of maximizing wealth— 

the totality of goods and services produced. This same 

harmony, they asserted, characterizes the flow of money. 

Starting with the assumption "... that immediate consump

tion is man's normal preference, and that he will save only 

20 if he is paid to do so . . . ," the classical writers 

argued that, aside from hoarding, all income will go into 

either consumption or investment. According to Say's Law 

of Markets, the normal—or rational—man will save only if 

the interest rates on savings are such that they pay him 

to do so. Otherwise, he will spend his income on immediate 

wants. 

19 Galbraith, American Capitalism, p. 22. 
20 
Ibid., p. 21. 



Since those who pay interest on money will, in turn, 

21 invest it, the effect of savings, the argument went on, 

is to increase investment while it lessens demand. When 

a decrease in demand, and a consequent lowering of prices, 

reaches a certain point, the interest rates on savings will 

reflect this and go down accordingly. This will cause 

rational men to take their money out of savings and, follow

ing their natural predilections, to spend it on immediate 

consumption. Demand and prices will start back up, interest 

rates will rise, and the cycle will begin again. Hence, 

money in the system is always where it is needed—either in 

the formation of demand or in investment. All of this will 

be automatic. 

Even those who are not normal—those who do not act 

as rational economic men should—and who hoard money despite 

low or even no interest rates—annoying as they are because 

they lessen total production—present no real difficulties 

for the economic order; Prices will adjust automatically 

to compensate for the amount of money being hoarded. There 

21 It should be noted that Say is not thinking of 
banks in the modern sense, as investing institutions. 
Indeed, he is assuming that the interest banks pay on 
deposits is identical to what they make on investments. 
For Say, this is the model. The fact, of course, was that 
banks were profiting on the difference between the interest 
they paid on deposits and their investment returns. In 
any event, in Say's conception, savings were invested 
directly into business enterprises by those who possessed 
the money. 



will be a decrease in demand and prices which is exactly-

proportional to the amount of money kept out of circulation. 

The more one person hoards, the more, for a while, the 

dollars of another will buy. This is guaranteed by the 

logic of price competition. Eventually, the system will 

find its equilibrium at a lower level of overall production 

than it would if no one hoarded, but it will nonetheless 

find an equilibrium. 

It follows that hoarders will not be able to take 

advantage of the lower prices they have caused. If they 

begin to consume, prices will start back up in exact 

proportion to their new habits. "Here . . . [is] the basis 

of the notion that there . . . [can] never be an excess of 

savings—that the aggregate of demand for all goods must 

22 always equal their supply." A society of hoarders 

would, of course, be disastrous for production but, fortun

ately, the incidence of such people is small. Most men 

are rational. They are only too happy to consume, or invest 

at a profitable rate of interest. The central assurance 

of Say's Law of Markets is that free enterprise will 

automatically find and constantly tend to maintain an 

equilibrium at full employment and, with the tendency 

toward efficiency in production, driven along by price 

competition, at an increasingly high level of productivity. 

22 
Galbraith, American Capitalism, p. 21. 



The Idea of Economic Efficiency 

It is clear that the advocates of the competitive 

model were centrally justifying their proposed order on the 

basis of its ability to enhance efficiency in production— 

in light of perennial scarcity, a reasonable value to 

pursue. An understanding of Galbraith's economic—and 

political—position demands that the idea of efficiency be 

examined. This he does himself. He finds that "the 

notion of efficiency as applied to an economic system is 

many sided." It can be conceived of, Galbraith points out, 

as simply getting the most for the least; or as getting the 

particular things the community wants; or as a reasonably 

full use of the available—or willing—supply of labor. 

It can also be viewed as a satisfactory allocation of 

resources between what is needed for immediate production 

and what will be needed for production in the future; as 

incentive to change; or as encouragement of new and more 

efficient methods of production. And there is "finally— 

a somewhat different requirement and one that long went 

unrecognized—there must be adequate provision for the 

research 'and technological development which brings new 

methods and (though one is permitted to deplore them) new 

23 products into existence." 

23Ibid., pp. 17-lg. 
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All of these are legitimate requirements for effi

ciency, and it is as a bundle that they must be considered. 

Under free enterprise "... all the requirements for 

efficiency, with the exception of the . . . last, were 

2/L met." ̂  Indeed, the exception—the availability of capital 

for "research and development"—was not even considered by 

the classical economists. To their minds, and to the minds 

of most people at the time, the free market was an admirable 

system which maximized economic efficiency in every possible 

sense. Against the looming and perennial threat of scar

city, the free market represented the single best hope of 

economic man. 

Boundaries of Economic Discourse in America 

The doctrine of capitalism, or what Galbraith refers 

to as the "central tradition," was primarily English in 

its formulation. However, "only within very narrow limits 

can one speak of a separate American tradition in economics. 

Ideas do not respect national frontiers, and this is 

especially so where language and other traditions are in 

common. The precepts of the central tradition were accepted 

25 equally by Englishmen and Americans." Indeed, Galbraith 

contends, it was fully adopted in the United States, and the 

2/|Tbid., p. IS. 
25 
Galbraith, Affluent Society, pp. 4&-et passim, 4&. 
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principles of the competitive model have come to be the 

foundation of its conventional wisdom about economics. 

Many symptoms of this are found throughout the 

ideological spectrum. For American liberals, an economic 

society which revolves around the small and independent 

capitalist businessman is of great and continuing appeal. 

"He was a simple and comprehensible figure, and he had a 

straightforward role to perform. It would have been 

surprising had he not . . . become the object of social 

nostalgia, and he has." Yet the small entrepreneur of the 

classical model is the darling not only of liberals. He 

is loved by conservatives as well. In this regard, the 

real difference between conservatives and liberals is that 

conservatives feel that free enterprise still characterizes 

American economics, while liberals suspect that there has 

been a wrong turn somewhere, and that the country is 

increasingly moving away from it. Consequently, "some of 

the sharpest political conflicts of our time are between 

liberals who seek change to a nostalgic goal and conserva-

tives who defend the status quo." 

The prescriptions of the classical economists 

dominate the thought and feelings of most Americans. They 

are the central conditioning agent in the formation of 

stereotypes about what economic reality is, and what it 

Galbraith, "Nature of Social Nostalgia," pp. 129, 



ought to be. A commitment to these economic prescriptions 

transcends the duality of differences in social and polit

ical outlook. "The . . . attitudes of both liberals and 

27 conservatives are deeply conditioned by social nostalgia," 

a nostalgia for the golden age of the free market. Those 

who are not so conditioned are few and, in the American 

context, not very important. 

Because of this—because the ideas of the competi

tive model are something upon which nearly all Americans 

agree—they constitute something more than an economic posi

tion. They are a central element in the core values of 

American society—fundamental to the Volksgeist of the 

American mind. Only upon the foundation they provide, and 

within the limits they prescribe, can effective social, 

political, and economic discourse take place in the United 

States. It follows that those who do not accept these 

classical formulations are liable to be suspected—perhaps 

rightly—of being "un-American." 

Depression 

The doctrine of the free market guarantees that 

economic efficiency will be maximized—that demand will 

always equal supply and that free labor can always find 

work. Hence, a full-employment equilibrium—aside from 

27Ibid., p. 124. 



minor and temporary variations, as supply and demand adjust 

to each other and, as part of this, money vascillates 

consumption and investment—is the outcome to be expected. 

Economic harmony at the level of full employment is the 

natural result of the system. "As a result, to the extent 

that the model . . . [is] taken to be an approximation of 

reality, no serious consideration . . . [can] be given to 
2$ 

the possibility or fact of a bad depression." That the 

model was viewed as an accurate portrayal of economic real

ity is beyond serious question. That it still generally 

is—especially in the United States—is also abundantly 

evident. 

However, Galbraith points out, one of the more 

important discoveries of Keynes is that, under certain 

psychological conditions, there can be many more hoarders 

among rational economic men than the proponents of the free 

market thought human nature allowed. A widespread loss of 

confidence in the future of the economic order can have a 

disastrous effect on Say's Law of Markets. Several 

episodes in American history had suggested this, but recov

ery always occurred with enough alacrity to satisfy the 

economists. 

Beginning, however, in 1929 it became evident that 

people do not always behave according to Say's predictions. 

23 
Galbraith, American Capitalism, p. 21. 



In large and ever-increasing numbers they preferred to save 

their money despite a sharp decline in rates of interest. 

. With the connection between savings and interest 

rates broken ... an increase in savings could result in 

a shortage of purchasing power for buying the volume of 

goods currently being produced." The consequences of this 

are historically clear. "Production and prices would fall; 
29 unemployment would increase." 

What follows this Galbraith argues, reveals a 

profound deficiency in the rationale of the competitive 

model. As less is purchased and produced, spending for 

investment and money put into savings will both simultan

eously decrease. Between the two, it is likely that savings 

will suffer the most, because there are certain things that 

people must, and will, buy and, consequently, at least 

30 minimal investment must be made in production. "At some 

point such a reduction in total output, with its more than 

proportionate reduction in savings, would bring savings 

efforts into balance with investment intentions—despite 

the fact that investment would probably have also declined 

31 in the meanwhile." An equilibrium between savings, 

29Ibid., p. 72. 
30 Galbraith does not explicitly state this particu

lar point, but it is clearly inferred by the rest of his 
argument. 

31 Galbraith, American Capitalism, p. 72. 



investment, and spending for present consumption will be 

attained. The economy will level off. 

But it would now become painfully evident that 

"this level could be at a low level of output and income. 

Unemployment could be high. And this equilibrium with 

32 extensive unemployment might be quite stable." Such are 

the effects of widespread hoarding, brought on by a failure 

of confidence in the future of the economy. The mciximiza-

tion of efficiency in production—the central value of the 

free market and its basic claim for existence—is destroyed. 

Workers cannot find employment no matter how low the wage, 

because an economy operating at an equilibrium of low 

production needs less labor, and a willingness to work even 

at the most minimal of wages becomes less relevant. Such, 

of course, were precisely the conditions of the Great 

Depression. 

The available statistics make it clear that the 

Great Depression was an event of historic proportions. 

In 1933, Gross National Product (total production 
of the economy was nearly a third less than in 
1929. Not until 1937 did the physical volume of 
production recover to the levels of 1929, and then 
it promptly slipped back again. Until 1941 the 
dollar value of production remained below 1929. 
Between 1930 and 1940 only once, in 1937, did the 
average number unemployed during the year drop 
below eight million. In 1933 nearly thirteen 
million were out of work, or about one in every 

32Idem. 
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four of the labor force. In 193$ one person in 
five was still out of work. 

What is significant, in Galbraith's view, about the 1930's 

is precisely this—it is not that the totality of production 

went down, but "... why, having started down, on this 

unhappy occasion it went down and down and down and remained 

low for a full decade.""^ 

A new equilibrium—characterized by low production 

and high unemployment—became the normal condition of the 

economy. Efficiency in production—the central value, and 

guarantee, of the competitive model—no longer resulted 

from the natural operation of market forces. Something 

extremely fundamental had gone very wrong. The Great 

Depression came as a traumatic shock to Say's Law of Markets, 

as well as to the entire doctrine of free-m&rket economics. 

The Great Depression of the 1930*3 

Galbraith is not suggesting that a widespread loss 

of confidence in the economic future of America, with a 

consequent desire to hoard irrespective of interest rates, 

was the only cause of conditions in the thirties. They 

cannot be simply explained away as a failure of economic 

nerve. The phenomena involved are too complex to yield 

to such a unifactoral theory and, indeed, "economics still 

does not allow final answers on these matters." Despite 

•^Galbraith, Great Crash, pp. 173» 179« 



the certainty evidenced in 11. . . the contemporary writing 

on the subject, the causes of the Great Depression are 

still far from certain."-^ But psychological distrust, and 

a sudden need to hold onto what money one had, are certainly 

central factors. They were causal to, as well as sympto

matic of, the economic happenings of the time. 

Yet, even though a definitive treatment is yet to 

be written, Galbraith does have quite specific ideas about 

what brought about the conditions of the thirties. Since 

they bear an important relationships to his view of the 

role of the business corporation in the United States, some 

35 of them should be noted here. 

First of all, he argues, the conventional wisdom 

to the contrary notwithstanding, "... the role of the 

stock market in the great tragedy of the thirties must be 

seen." It has undoubtedly salved the consciences of finan

cial men to think otherwise but, despite the support they 

have received from professional economists, and "the years 

of self-deprecation by Wall Street to the contrary, the 

role is one of respectable importance." In reference to 

3/<Tbid., pp. 174, 176. 

35 Despite the fact that Galbraith seldom relates his 
analysis of the Great Depression to central position of the 
corporate structure, the connection is always there by 
inference. 
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this, Galbraith wants . .to put right an error that has 

long been fashionable among economic historians." 

The falling prices in the stock market—due to a 

growing fear about the future value of investments—became 

crucial to the economy as a whole because of "the bad 

37 distribution of income" which prevailed in 1929. Advo

cates of free enterprise never pretended that capitalism 

would result in an equality of income—quite the opposite, 

the threat of poverty and the possibility of wealth are 

necessary motivations in the operation of the system. . 

But they did assume that productivity would be so enhanced 

that all would benefit, if only relatively. By 1929* 

however, the distribution of income had become dispropor

tionate far beyond anything the classical economists had 
3$ 

imagined.^ 

Although the available statistics are not entirely 

adequate, Galbraith argues, it seems clear that five percent 

of the American people received about one-third of the total 

income in the country. "This highly unequal income distri

bution meant that the economy was dependent on a high level 

of investment or a high level of luxury consumer spending 

or both." The fact must be taken into account that "both 

^Galbraith, Great Crash, pp. 191f 2. 

•^Ibid. t p. 1&2. 
3$ 
Again, Galbraith does not express this thought 

directly, but it is plainly inferred when his description of 
the competitive model is kept in mind. 
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investment and luxury spending are subject, inevitably, to 

more erratic influences and wider fluctuations than the 

39 bread and rent outlays of the $25-a-week workman." 7̂ Those 

who have little must spend what they have; those with much 

need not. Since almost everyone who had surplus money was 

playing the market,^ "this high-bracket spending and 

investment was especially susceptible, one may assume, to 

the crushing news from the stock market in October of 

1929."41 

Plainly, the effect was to bring about that which 

the market of many sellers and many buyers is supposed to 

make impossible. Precisely because of the concentration of 

-^Galbraith, Great Crash, pp. 1&2, 1&2-1&3* 

^Despite popular illusions to the contrary, Gal-
braith makes the point that the number of people actually 
involved in the market was relatively small. He argues 
that at its height it reached 1,54^*707, Galbraith, Great 
Crash, p. S3. "Thus only one and a half million people, 
out of a population of approximately 120 million and of 
between 29 and 30 million families, had an active associa
tion of any sort with the stock market." Idem. 

The similarity with contemporary notions—also 
mistaken—about the supposed widespread participation in 
the stock market is interesting. "The cliche that by 1929 
everyone 'was in the market' is far from the literal truth. 
Then, as now, to the great majority of workers, farmers, 
white-collar workers, indeed to the great majority of all 
Americans, the stock market was a remote and vaguely 
ominous thing. Then, as now, not many knew how one went 
about buying a security; the purchase of stocks on margin 
was in every respect as remote from life as the casino at 
Monte Carlo." Ibid.t p. §2. 

^Galbraith, Great Crash, p. 1^3. 
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income, the decisions of certain individuals could have an 

appreciable effect on the market. These people possessed 

economic power. No longer was the economy regulated by 

autonomous forces beyond the ability of anyone to influence. 

In particular, it was subject to having the flow of venture 

capital greatly diminished, because of the decisions of 

relatively few people—who, it should be added, tended to 

consort with one another, reinforcing each other's fears 

and perceptions.^ 

"The dubious state of foreign balance," Galbraith 

argues, also contributed to the new low equilibrium in the 

American economic system. During World War I, and in the 

decade following, the United States had become a creditor 

nation, marketing loans all over the world, many of which 

were shaky at best. Now, with financial panic and an 

apparent shortage of cash at home, American creditors began 

to call for their money. At first these calls were answered 

with gold, but this could not go on for long. The only real 

way for the debtor nations to pay what they owed was by 

increasing their exports to the United States. But, pressed 

by the condition of faltering production at home, "Presi

dent Hoover and the Congress moved promptly to eliminate 

. . . the possibility . . . that the accounts would be 

^Once more, this is not a point that Galbraith 
makes directly, but which it is fair to infer. 



balanced by larger imports ... by sharply increasing the 

tariff. Accordingly, debts, including war debts, went into 

default. . . . This, of course, added fuel to the fire 

of financial panic. 

But it went beyond this. Without credit to buy 

American goods, other countries reduced their purchases, 

and "... there was a precipitate fall in American exports. 

Even though this "... reduction was not vast in relation 

to the total output of the American economy . . . ," it 

came at the precise moment when its psychological effects 

could be least afforded. The curtailing of exports by 

foreign countries "... was especially hard on farmers"^ 

who, in turn, had to minimize their purchases of farm 

machinery and consumer's goods, pressing the deflationary 

cycle even further downward. It was also especially and 

directly felt by large corporations engaged, as most of 

them were, in production for foreign trade. 

Galbraith further singles out the problem of "the 

bad banking structure," which grew out of the plural char

acter of banking operations in the United States. "The 

weakness was implicit in the large numbers of independent 

units. When one bank failed, the assets of others were 

frozen while depositors elsewhere had a pregnant warning 

^Galbraith, Great Crash, pp. 1&51 1$7» 

44Ibid., p. Id7. 
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to go and ask for their money. Thus one failure led to 

L5 other failures, and these spread with a domino effect." 

The system was such that weak banks not only led 

to the destruction of other weak banks—they also seriously 

undermined those that were strong. "Needless to say, such 

a banking system, once in the convulsions of failure, had 

a uniquely repressive effect on the spending of its deposi-
i /: 

tors and the investment of its clients." Bank failures 

contributed to the climate of fear that was drying up 

consumer spending and the flow of venture capital. It 

further encouraged an already unusual proportion of hoard

ing. Money went under the mattress or into the old sock. 

Wherever it went, once safely back in its owner's hands, 

it was effectively withdrawn from the market. In an era of 

psychological uncertainty, not even the reassuring princi

ples of Say's Law of Markets could have much effect. 

There was, moreover, the centrally important 

problem of "the bad corporate structure." The effects on 

issues of producing corporations in the falling stock market 

were, of course, disturbing. However, Galbraith points out, 

"the most important corporate weakness was inherent in the 

vast new structure of holding companies and investment 

trusts." Industrial corporations had become heavily 

45Ibid., p. 184. 

46Ibid., p. 185. 



involved in the business of lending money for use in stock-

market speculation. In so doing, ". . . American enterprise 

in the twenties had opened its hospitable arms to an excep

tional number of promoters, grafters, swindlers, imposters, 

and frauds. This, in the long history of such activities, 
t  7 

was a kind of flood tide of corporate larceny." 

The most immediate problem derived from a condition 

under which "... dividends from the operating companies 

paid the interest on the bonds of the upstream holding 
i g 

companies." Those who had borrowed to play the market 

were dependent on dividends from the corporate stocks they 

held to pay the interest on the loans they had made, direct

ly or indirectly, from the same corporations. The directors 

of these companies wanted to stabilize the falling market, 

one where most investors were in on a margin of about ten 
UQ 

percent and immediately subject to margin calls, and . . 

the temptation to curtail investment in operating plant 

in order to continue dividends was obviously strong." 

Because it further limited production and increased unem-

50 ployment, "this added to deflationary pressures." 

47Ibid., p. 133. 

^Idem. 

L9 ^ For the role of margin buying and lending for 
margin in the stock-market boom of the twenties, cf., 
Galbraith, Great Crash, pp. 23-27, 37. 

CQ 
Galbraith, Great Crash, p. 183. 
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When confidence in the economy wavered and then 

failed, the industrial corporations were caught in a whip-

saw situation. First of all, they had to pour available 

capital into the market to bolster their own issues. The 

problem, however, was more complex than this. Because they 

had gone heavily into the loan business, their structure 

was that of a pyramid, with the producing corporation at 

the apex, and with the apex at the bottom of the structure. 

They now had to protect the holding companies and investment 

trusts which were extensions of themselves, and more capital 

went into dividends, instead of into industrial expansion, 

so that the interest on the loans the parent corporation 

or the up-stream companies had floated could be paid. This 

made matters worse because it weakened the wealth-producing 

foundation of the structure. It . . curtailed earnings 

and helped bring down the corporate pyramids. When this 

happened, even more retrenchment was inevitable. Income 

was earmarked for debt repayment." Since available capital 

went, increasingly, in one way or another, into the effort 

to bolster the declining market, "borrowing for new invest

ment became impossible. It would be hard to imagine a 

corporate system better designed to continue and accentuate 

51 a deflationary spiral." Yet this was precisely its design. 

51Ibid., pp. 61-65, 133, IS3-IS4. 
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In Galbraith's view, however, the single most 

important reason why depression became the chronic condition 

of American capitalism; why a balance of economic forces 

at a low level of production and a high rate of unemployment 

became normal; was "the poor state of economic intelli-

52 gence." Even the most strenuous efforts of the New Deal 

had little real effect. The inescapable fact, Galbraith 

argues, is that "the Great Depression of the thirties never 

came to an end. It merely disappeared in the great mobili

zation of the forties. For a whole generation it became 

the normal aspect of peacetime life in the United States— 

the thing to be both feared and expected."^ Trapped by 

their commitment—indeed, their conditioning—to the conven

tional wisdom, those with the authority to act simply did 

not know what to do. 

The New Economic Order 

During the thirties, for most who thought seriously 

about such affairs—whether they were liberal or conserva

tive—the economic world had evaporated. The traditional 

stereotypes through which they perceived now opened out on 

to nothing but myriad of murky confusions. Under the New 

Deal action was hyperthyroid in character, moving in all— 

52Ibid., p. 1&7. 

5 3 ̂Galbraith, American Capitalism, p. 65. 



and often contradictory—directions at once. But in an 

economy where nothing made sense, nothing seemed to work. 

Much was done, little changed, and the depression wore on. 

Somehow reality had fled and shadows remained. 

What Galbraith is getting at, of course, is that 

rational action is impossible when the conventional wisdom 

slips out of phase with events. Unnoticed by most, the 

basic structure of American economics had undergone a 

fundamental transformation. Galbraith's analysis of the 

Great Depression leads, by inference, to his perceptions 

of what the basic character of that change was. With the 

exception of the banking structure, every factor he pin

points as causal to the conditions of the thirties has two 

common elements: the condition of the stock market, the 

foreign-balance situation, and the configuration of the 

corporate structure all had an overwhelming influence on the 

performance of the economy and, more importantly, all were 

subject to the decisions of very few people. 

To put it simply, the automatic regulators of the 

classical economy of many sellers and many buyers no longer 

functioned because the free market no longer existed. This 

is the only inference that can be drawn from Galbraith.'s 

analysis of the Great Depression. Undoubtedly, vestiges— 

indeed, important vestiges—of the old order remained 

within American capitalism, but the central reality of the 



economy had been transformed. The last factor Galbraith 

5 it lists, "the poor state of economic intelligence" was, 

at its root, a failure to perceive and understand that 

centralization had become the de facto characteristic of 

American economics. Few in the thirties could, and rela

tively few today can, accept the fact that concentration, 

or corporatism, has replaced free enterprise as the central 

element of the American economic order in the United States, 

and that to comprehend this new reality it must be under

stood in its own terms. 

no See supra, p. 82. 



CHAPTER 4 

THE EMERGENCE OF OLIGOPICAL CONCENTRATION 

In a remark already classic, Keynes notes that 

". . . 'the ideas of economists and political philosophers, 

both when they are right and when they are wrong, are more 

powerful than is commonly understood. . . . Practical men, 

who believe themselves to be quite exempt from any intel

lectual influences, are usually the slaves of some defunct 

economist.'To a remarkable degree, Galbraith argues, 

this typifies the basic stereotypes underlying economic 

thought and attitudes in America. The events of the 

thirties provide dramatic testimony to the paralyzing 

possibilities of such stereotypes. 

From Theory to Doctrine 

During the Great Depression, those with authority 

to act—"practical men" of business and politics—effec

tively could not, because they had no comprehension of what 

was taking place. They were prisoners of their own outmoded 

stereotypes about the economic world. Despite the enormous 

magnitude of physical and psychological suffering, "... 

when the misfortune had struck, the attitudes of the time 

^"Cited in Galbraith, American Capitalism, p. 10. 

35 
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kept anything from being done about it . . . everyone 

suffered from a sense of utter hopelessness. Nothing, it 

seemed, could be done. And given the ideas which controlled 

2 policy, nothing could be done." 

One effect of this was to replace benign confidence 

in the natural beneficence of the economic order with "the 

3 depression psychosis." This psychosis, the conviction that 

depression looms perennially, has grown to be a major 

element in American economic attitudes. Before the thirties, 

men "knew" that automatic regulators in the economy made 

depression impossible. Since that time, they have "known" 

with equal certainty that depression is inevitable. That 

such a swing of the attitudinal pendulum was possible, and 

^Galbraith, Great Crash, p. 192. 

3 ̂See Galbraith, American Capitalism, chap, vi, "The 
Depression Psychosis," pp^ 63-83. For an insight into 
Galbraith*s notion that perceptions of what might be called 
great clatoclysmic events in history have a profound effect 
on the values and attitudinal sets in a society, and that 
these are conditioned into succeeding generations, see 
Galbraith, Liberal Hour, "The Moving Finger Sticks," pp. 
79-92. 

In this essay, the two examples in American history 
Galbraith employs are the Civil War and the Great Depression. 
The effects of the Civil War, he argues, are largely regional 
in nature—their greatest impact on attitudes and values 
has been felt primarily in the South. On the other hand, 
the effects of the Great Depression are national in scope. 

The stereotypes that emerge from such events are 
of great significance. They influence and shape attitudes 
and values. "In so changing people they change the course 
of history, and that is why they are important." Ibid., 
p. 32. 
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that it remains largely unrecognized that both positions 

are wrong, is testimony, Galbraith urges, to a continuing 

condition of poor economic theory. Attitudes about depres

sion have been transformed. But little, if anything, has 

changed in regard to that which underlies these attitudes— 

a deep and mistaken commitment to the conventional wisdom 

of capitalism. 

The fault, in Galbraith's view, lies not with the 

originators of classical theory, but with those who followed. 

When the competitive model was conceived it corresponded 

reasonably well to the facts. "It described a world that 

then existed; those who formulated the theory did not, as 

some have supposed, misjudge reality."^" But those who 

claimed their tradition did. Theory became translated 

5 into doctrine, and eventually into ideology. Reflex 

replaced thought and hardened into inflexibility. 

^Tbid., p. 15. 

5 ̂In this paper, "theory" will be defined as an 
attempt to state, describe, and explain relationships, 
depending on evidence based upon an agreed-upon epistemology 
relative to proof or demonstration. Its susceptibility to 
evidence is what distinguishes a theory, or other theoret
ical types of statements, such as a "hypothesis," from 
assumptions and presuppositions. In the final analysis, 
the real difference is in the attitude, or psychological 
set, of the formulator of the statement. 

The term "doctrine" refers to a systematic state
ment about what ought, or ought not, to be, separate of any. 
consideration of whether or not it does, or necessarily 
can, exist. It should be noted that "normative theory" 
is a synonym for the term "doctrine." It is, however, 
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A necessary condition of this translation was the 

bridging of the "is-ought gap" which, as every logician 

£ knows, cannot be bridged. What began as a description of 

reality became a view of what reality ought to be. "The 

definition of competition was gradually accommodated to the 

requirements of a model economic society; it became not 

the definition that described reality but the one that 

7 produced ideal results."' Not many economists seemed 

easily confused with "positive theory," or theory as explan
ation, especially since the adjective "normative" is usually 
dropped off in usage. For this reason, the term "theory" 
will not be employed in its normative, or doctrinal, sense 
in this paper. It will pertain only to attempts at explan
ation. 

Lastly, "ideology" will be defined as a doctrine 
which has gained widespread acceptance, noting that in so 
doing its exact content usually becomes extremely fuzzy and 
unclear. An excellent example of this is the difference 
between democratic doctrine, which can be systematically 
articulated, and democratic ideology in the twentieth 
century, which cannot, and which must be understood not as 
a set of ideas, but as the varying perceptions of what those 
ideas are by people who think they hold them. To understand 
ideology there has to be a shift in the focus of inquiry 
from, political philosophy to political behavior and psychol
ogy. 

These definitions will, of course, appear arbitrary 
to some. But this is unavoidable—arbitrariness is inherent 
in the nature of a definition. 

/L 
Cf., Arnold Brecht, Political Theory: The Founda

tions of Twentieth-Century Political Thought (.Princeton, 
New Jersey: Princeton University Press, 1959)> where Brecht 
spends a long and ponderous volume trying to bridge the gap 
and concluding that this cannot be done. Of course, the 
same idea without such elaborate demonstration can be gained 
from any elementary textbook in logic. 

V 
'Galbraith, American Capitalism, p. 16. 
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bothered by the fact that such competition was becoming 

increasingly difficult to discover empirically. 

Thus, after the era of the classical writers, "the 

preoccupation ceased to be with interpreting reality and 

came to be with building a model economic society." The 

language remained that of free-market theory, but the basis 

of discourse had changed—theory became doctrine. Further

more, "the qualifications, and especially the warnings that 

there had been an abstraction from reality, were lost or 

neglected. 

This is presently the case with professional econom

ics in the United States. The formulations of the classical 

economists, now in doctrinal form, continue to be "'. . . 

more powerful than is commonly understood.'"^ Even though 

". . . there has been a modest accretion of economic 

knowledge,""^ especially since the twenties, the notion that 

there is an essential "rightness" about the competitive 

model continues to be a deeply persistent force. That it 

has no relevance to the facts occurs to very few in the 

economics profession. 

gIbid., pp. 16, 17. 

^Ibid., p. 10. 

^Galbraith, Great Crash, p. 197-
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From Doctrine to Ideology 

If the usual role of the conventional wisdom, within 

a professional discipline, as well as in larger human 

affairs, is kept in mind, this is not surprising. Neither 

is it startling that the competitive model has taken on 

moral connotations. "Free enterprise" is not only what 

ought to be. It is, in the minds and emotions of most 

Americans, professional economists included, the only eco

nomic order that can be morally justified. The trauma of 

the thirties, and the consequent fear of certain depression, 

has not truly disturbed the economic Volksgeist of America. 

Theory, grounded in inquiry and observation, has largely 

disappeared. But the classical model, translated into the 

absolutes of doctrine and ideology, prevails. Celebration, 

not analysis, is the order of the day, and "the economic 

system of the United States is praised on all occasions of 

public ceremony as a largely perfect structure. 

The New Reality 

Nowhere, Galbraith argues, has observation been 

more faulty than in the failure to perceive that this 

structure has, in reality, almost no resemblance to the 

stereotypes of capitalism that most Americans—conservative 

and liberal alike—carry in their heads. Classical competi

tion has been replaced by concentration as the central 

•^Galbraith, New Industrial State, p. 1. 



reality of the economic order. Implied references to this 

are found throughout Galbraith's writings. His treatment, 
12 

for instance, of the causes of the Great Depression is 

typical. Here it is implied that, by 1929, control over 

economic affairs in the United States had, with one excep

tion, fallen into relatively few hands. The exception was 

the banking system—and, of necessity, federal deposit 

insurance operating through a central bank would soon 

concentrate and centralize this. That the economy of many 

sellers and many buyers, where no one has real control—or 

power—over the market, did not effectively exist by 1929, 

is inescapably implied in Galbraith's analysis. 

However, there is better evidence of Galbraith's 

position than implication. He has written several essays 

13 on the effects of economic concentration. ^ More xmpor-

tantly, he has published two books which have as their 

major focus the increasingly dominant role of corporate 

concentration as a business institution. These, separated 

"^Galbraith, Great Crash, pp. 173-193• This treat
ment is discussed, supra, pp. 69-84. 

"^Cf., Galbraith, "Decline of the Machine," "Infla
tion: What it Takes," "Nature of Social Nostalgia," and 
"Was Ford a Fraud?" in Liberal Hour, pp. 23-43, 63-76, 124-
140, and 141-165. These are the most direct treatments of 
economic concentration. The same theme is implicit in 
several other of Galbraith's essays, and in certain of his 
books. These would include Galbraith, Theory of Price 
Control, Great Crash, and Affluent Society. 
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by fifteen years, are American Capitalism: The Concept of 

Countervailing Power and The New Industrial State. 

Both volumes are indispensable to an understanding 

of Galbraith's view of modern economic reality. There is, 

of course, much commonality between them. Each has an 

analytic or conceptual framework which is fundamentally the 

same, the concept of the business corporation itself. As 

does most of his writing, these works basically attack the 

same thing—a conventional wisdom, operative within the 

economics profession as well as American society in general, 

which insists that the competitive model is a viable descrip

tion and a useful norm in the second half of the twentieth 

century. 

There is, however, much that is different between 

these two works. The analyses, while based on a similar 

foundation, concentrate cn dissimilar things. One result is 

a dramatic and, in terms of Galbraith's role as a social 

critic, a significant variation in his conclusions. These 

are conclusions which not only differ, but which are, in 

fundamental ways, logically and factually incompatible. The 

differences between them reflect a transformation in what 

Galbraith, as political economist and politician, represents 

in the current American scene. For this reason, these books 

will be treated here as the articulation of two distinct 

theories and doctrinal positions about economic and political 



society in the United States. What they share will, of 

course, be noted. But, to the extent that seems appropriate, 

they will be dealt with as separate attempts to come to 

grips with the same problem—corporations, and the social 

and political consequences of their presence. 

Oligopoly in the American Economy 

Much of the theoretical foundation of Galbraith's 

position, present as well as past, about contemporary Ameri

can economics is laid out in American Capitalism. He defines 

an "industry" as ". . .a group of firms supplying roughly the 

same market. . . . An extremely important characteristic 

of all industrial societies is a movement toward centraliza

tion of productive enterprise, and a corporate type of 

concentration of control in those industries which are basic 

to the economic order.To a lesser extent, nonbasic 

industries exhibit a similar tendency. In Galbraith's 

view, the evidence of history is unmistakable. The 

classical market of many sellers and many buyers is the 

victim of a ". . . process by which the typical 

"^Galbraith, American Capitalism, p. 39« 
l^What socialists have long referred to as the 

"basic industries." These industries are said to "charac
terize" the economy and are those upon which all other 
economic enterprise is dependent. Iron, steel, coal, oil, 
atomic energy, rubber, aluminum, plastics, timber, most 
minerals, chemicals, utilities, transportation vehicles, 
and transportation networks would probably be included. 
At this point, while agriculture is becoming increasingly 
organizational in operation, most farming enterprises 
remain outside the corporate system. 



industry passes from the hands of the many to the hands 

of the few. . . . 

However, Galbraith points out, what this process 

produces is not always the same. At least in form, and in 

some important ways in substance, there are national 

differences. "In Western Europe the end result, abetted 

by cartel arrangements, has frequently been a single massive 

survivor or combination." Indeed, the frequency is such 

that monopoly can be said to characterize the industrial 

economies in this part of the world. But this is not true 

in America. In fact, "there may ... be something distinc

tive about the final equilibrium in the United States" 

where ". . . it is far more typically a few large firms 

17 together with a fringe of small ones." While concentra

tion moves toward monopoly in most of the industrialized 

world, in America it generates another form. 

The facts are clear. In most American industries 

—and certainly in the basic ones—". . . within a few years 

or even a few months after the business is born ... a 

point of stability is reached. ..." This stability is 

characterized by ". . . a handful of massive survivors 

and, usually, a fringe of smaller hangers-on." Other 

competitors are eliminated by the process of competition 

l6 Galbraith, American Capitalism, p. 33. 

^Ibid., pp. 33, 36. 
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itself. When an industry is new, entry into it is relatively 

easy. But this phase does not last long. Soon the advan

tages of experience, organization, capital, and credit are 

too much for new participants to cope with. "The result is 
1$ 

a passive but highly effective handicap on the latecomer." 

His efforts are typically of short duration. Then he simply 

withdraws or is bought out. In whatever way, he soon leaves 

the market. 

Galbraith does not speculate as to why small firms 

continue to exist on the fringes of an industry, except to 

suggest that a certain sensitivity to antitrust suits on 

the part of the giants may keep them from being driven out. 

In any event, the typical configuration of an American 

industry is comprised of a few large dominant firms and 

several small ones on the edges. Once this combination is 

established it rapidly and markedly stabilizes. The entry 

of a new firm—at the center or on the fringe—is rare. 

Success by such a firm is even more unusual. Typically, 

the stability of an industry is quickly arrived at, rigid, 

and generally undisturbed. "Thenceforward the changes in 

the industry are in the relative positions of the estab

lished firms. 

"I d 
Ibid., pp. 32-33, 34. 

19Ibid., p. 17. 
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When it is noted that "the centerpiece of the 

20 modern capitalist economy is the great corporation,11 the 

magnitude of the transition in American economics can be 

seen more clearly. The whole picture is a far cry from 

the capitalist market of many sellers and many buyers, with 

sellers acting as individual profit-seeking entrepreneurs 

on an autonomous and independent basis. Industrial develop

ment has turned the competitive model into an archaic 

artifact of an outmoded past. 

The Place of Oligopoly in Economic Thought 

For Galbraith, these are the essential facts. And, 

he notes, even professional economists—traditionally slow 

to catch up with changing reality—recognized them by the 

21 early 1930's. At least, that is, certain economists did. 

Others, but by no means all, have followed. Yet, even among 

those who have, many still fail to recognize the central 
22 importance of what they admit. 

The classical writers, Galbraith points out, devel

oped a bi-polar classification of markets. Either a market 

was competitive or it was not—either it was free or it 

was dominated by a monopoly. There was no provision for 

20 
Galbraith, "Economics and Art," p. 52. 

21Galbraith, "Decline of the Machine," p. 41. 
22 
Galbraith, New Industrial State, pp. 121-127. 
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anything that did not fit the typology of one or the other 

of these. Given the natural and automatic regulators of 

the market, the classical writers assumed that instances 

of monopoly would be rare, as indeed, in America, before 

the last quarter of the nineteenth century, they were. In 

unusual cases where a monopoly developed, it should, they 

argued, be placed under governmental control. The unstated 

effect of this would be to withdraw the monopolized industry 

from the economy, transferring it to the political realm. 

This, they felt, was the most effective way of minimizing 

its influence in the economic order. 

"Imperfect Competition" 

In the 1930's a few economists began seriously to 

question the efficacy of this view. Among these "... 

the old bipolar classification of markets, competition or 

monopoly was abandoned." What was required, they felt, was 

a theory that could explain an economy which, in reality, 

combined elements of each; and "new categories of markets, 

neither purely competitive nor fully monopolistic, were 

recognized between the two." These were, precisely, markets 

which "... had the characteristics of both competition and 

monopoly" but which were really neither—the markets "... 

23 of few sellers or oligopoly. . . ." ̂  

23 Galbraith, American Capitalism, p. 41• 



"No sooner had oligopoly been recognized as some

thing different from either competition or monopoly than 

it was on its way to replace competition as the principal 

assumption by which the industrial economy was inter

preted."2̂  But, this transition took a long time. Indeed, 

the process continues and, Galbraith asserts, most econo

mists still struggle with the concept of oligopoly, 

employing such double-think gyrations as assuming it in the 

field of corporate finance while denying it in the more 

25 respected realm of market theory. 

Even those who formulated the idea of oligopoly 

had certain psychological difficulties with it. The new 

theorists of the industrial order remained committed to 

economic competition as a central value. They argued, 

therefore, that the industries they were describing were, 

in fact, competitive, though not in the traditional sense. 

Monopoly is the absence of competition. But oligopolies 

were not monopolistic. They were, instead, "... monopo-

listically or imperfectly competitive." 

24Ibid., p. 41. 

2̂ Galbraith, New Industrial State, pp. 46 n. 1, 
121-127, 215, 409-412. 

26 
Galbraith, American Capitalism, p. 41. 
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Price Conventions 

But, Galbraith argues, the free market cannot be 

preserved by semantics. The fact is that "... the 

doctrines of monopolistic or imperfect competition paved 

the way for the destruction of the old assumption of compe

tition on which the competitive model was erected." This 

is because imperfect competition and classical competition 

are not the same thing and, for Galbraith, the difference 

is crucial. In his view there is one centrally important 

element in the doctrines of the classical economists—the 

element of ". . . price competition, the very motor of the 

27 competitive model. ..." In an industry of a few sellers, 

the dominant firms do engage in several types of competi

tion. But they hardly compete in prices. Indeed, there is, 

in fact, no price competition at all. 

There are, Galbraith contends, several reasons why 

there is no price competition in oligopical industries. All 

derive from the nature of economic conditions. It is not, 

as many antitrust liberals suppose, the greed of the 

capitalists, but the realities of a new economic order 

which ensure that price competition ". . .is not only 

sharply circumscribed but has to be." First of all, because 

of the tremendous amount of reserve wealth held by the few 

giants in an industry, there is almost no limit to the 

^Ibid., pp. 43, 44* 
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extent of possible price cutting. In effect, "there is no 

point set by costs or any other consideration below which 

prices cannot go." Once the connection between costs and 

prices is broken, price competition becomes something much 

more than a threat to profits; it becomes a threat to the 

integrity and continued existence of the firm itself. If 

competition in prices gets started, "cuts must be matched 

and, if the game is fully played through, all can be 

ruined. 

There exist, furthermore, what Galbraith terms "the 

imperatives of technology." Oligopoly develops in those 

industries where technological demands are great. This 

involves long-range investment in research and development. 

The consequence is a need for planning, not only in the 

realm of technology, but also in ensuring that a certain 

demand at a certain price will be available when the product 
29 is ready to be marketed. Without such guarantees, the 

^Ibid., pp. 44» 45* 

^Galbraith, New Industrial State, chap, ii, "The 
Imperatives of Technology," pp. 11-21. 

The establishment of demand in the American economy 
through organized persuasion is a significant consideration 
throughout Galbraith*s major writings. See, for instance, 
his discussion of the role of advertising in Galbraith, 
American Capitalism, chap, viii, "The Unseemly Economics of 
Opulence," pp. 95-107. Its crucial function is part of 
the central point of The Affluent Society, where it is 
referred to as "synthesizing the desires for . . . produc
tion," Galbraith, Affluent Society, pp. 155-156-et passim, 
and "Want Creation," ibid., pp. 15o-et passim, and where its 



101 

risks involved in research and development—the risks of 

tying up tremendous amounts of venture capital for long 

periods of time, frequently years—are simply too great for 

corporations to take. 

For these reasons, Galbraith argues, the "fixing" 

or "administration" of prices becomes the order of the day. 

Faced with the destructive possibilities of price competi

tion—in the long as well as the short run—those with the 

power to make corporate decisions are forced to think in 

terms of the welfare of the entire industry. The classical 

entrepreneur worried only about his own company; the modern 

organization man, if his firm is to survive, cannot afford 

to be so limited in scope. It follows reasonably that 

"businessmen who live in the shadow of disastrous price 

cutting, as do all who share markets with a few firms, 

protect themselves by a convention. This convention simply 

outlaws price competition as a weapon of competitive 

warfare." Modern men of business function ". . . in markets 

characterized by oligopoly—markets where prices are 

impact is termed "the dependence effect," pp. 152-l60-et 
passim. It is once again discussed in the New Industrial 
State, where it is viewed as one of "the imperatives of 
technology," Galbraith, New Industrial State, pp. 5» 16, 
25-31. The most thorough treatment of the subject in this 
volume is found in ibid., chap, xviii, "The Management of 
Specific Demand," pp. 19o-210, and chap, xix, "The Revised 
Sequence," pp. 211-218. For a succinct analysis of want 
creation, see ibid., pp. 270-273, where it is referred to as 
"the creation of wants," pp. 271-et passim. Also see infra, 
chap. vi. 
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30 administered by a few large sellers." No longer are 

prices the result of free competition—the consequence of 

automatic market regulators and, at the same time, regula

tors themselves. The relationship between prices and market 

conditions has been dissolved. They are now the result of 

the plans and decisions of a centralized few, whose task 

it is to worry about whole industries as well as firms. 

This is not the complete story. Another character

istic typically develops in oligopical industries. "... 

Where there are few sellers there soon developes a tacit 

understanding which allows one firm to assume some measure 

of leadership." It, in effect, becomes the price setter. 

This firm determines what prices will work to the benefit 

of the industry. "The others follow its lead."^ There 

may at times be temporary resistance, but the pattern 

generally holds. The inescapable result is even further 

de facto concentration. 

With the administration of prices established by 

convention, certain consequences are set in motion. "A 

strong bargaining position requires the ability to wait— 

to hold some or all of the product." Oligopical corpora

tions are in precisely this position. Galbraith does not 

mention the possibility of consumers turning to substitute 

30 
Galbraith, American Capitalism, pp. 45, 73* 

31 
Ibid., pp. 42, 44* 



goods. The probabilities are, however, that the producers 

of such goods are also oligopolies, much like those the 

customer is trying to evade. It follows that, backed by 

vast holdings and capital, oligopical firms can wait. 

"When prices are tacitly administered by a few large firms 

they no longer move freely and production no longer responds 

automatically to price changes. An increase in demand may 

bring increased production at the old prices; it may just 

as well lead to a decision to increase prices and profits 

32 with production remaining as before." This is one conse

quence of the fact that classical connection between demand 

and supply is broken, and that they no longer have any 

33 relationship to each other. 

Market Power 

All of this, Galbraith declares, brings to center 

stage a reality which few want to talk about—the reality 

of economic power. The economist may have been attracted 

to the free market because of its promise of productive 

32Ibid., pp. 161, 44. 

-^Cf., Galbraith, Affluent Society, pp. 9&-196, and 
New Industrial State, pp. 179-232. 

For a useful model of a system where supply has no 
relationship to demand, cf., Paul M. Sweezy, "Demand Under 
Conditions of Oligopoly," The Journal of Political Economy, 
XLVII, No. 4 (1939), 508-573. Sweezy argues that such a 
model is descriptive cf modern American economics. He is 
more definite than Galbraith in asserting it, but this is 
the only difference between them in this regard. 



104 

efficiency. But "for the businessman and the political 

philosopher . . . the appeal of the competitive model was 
O ) 

its solution of the problem of power." Market power— 

the ability to control prices—was considered its most 

dangerous form. For one thing, such power would destroy 

price competition, the very foundation of the economic order. 

More important, however, was the lurking fear that market 

power would lead to disproportionate power in the social and 

political realms. 

In the economy of many sellers and many buyers all 

are caught in the natural rhythm of market forces. Prices 

are determined by the law of supply and demand. "The compe

tition of the competitive model solved the problem of 

private economic power by denying it, at least in a danger

ous form, to anyone." No one could have market power. "The 

exception was the rare case of the monopolist." Here "it 

was agreed by everyone, the monopolists themselves excepted, 

that such power was evil and that it should be struck down 

or be made subject to regulation by the state wherever it 

was found." So great was the evil of market power in the 

minds of the classical writers, that fear of it overcame 

their abhorance of governmental "intervention" into the 

economic order. "The regulation of monopoly represented 

one of the few instances where, given the competitive model, 

Q I 
Galbraith, American Capitalism, p. 24. 
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it was agreed that the state would have to exercise its 

35 authority in the economy." It was simply the lesser of 

two dangers. However, beyond admitting occasional monopo

listic aberrations, the capitalist economists basically dealt 

with the problem of market power by claiming that it could 

not exist. 

This, Galbraith suggests, is no longer sufficient. 

"There cannot at the same time be independence and inter-

dependence, and interdependence is the nature of things." 

It is oligopoly, not the free market, which characterizes 

modern American industry. The result is market power—the 

ability of participants in the market to establish their 

own prices. 

In the traditional view, monopolists can be distin

guished from other entrepreneurs according to what they 

worry about. Those who face competition worry about their 

firms. The monopolist, by definition, is not concerned 

about a firm, but about "... the effect of his actions on 

the industry as a whole. ..." In the same way, Galbraith 

points out, under oligopoly, "... prices will be set and 

production will be managed with an eye to the profits of the 

industry," not to those of particular firms within the 

industry. This focus reflects a real ability to establish 

35Ibid., p. 50. 

36Ibid., p. 54. 
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prices. The power of . . oligopoly or crypto monopoly 

37 . . ." is precisely what has traditionally been defined 

as monopoly power. 

As the American economy becomes increasingly 

oligopical, ". . . privately exercised economic power is 

less the exception than the rule. ... It is ... of a 

piece with the power anciently associated with monopoly."^ 

The long-feared ability of a participant in the market to 

administer his own prices has become a reality. Clearly, 

39 "the ogre of market power" intrudes. 

Yet, Galbraith urges, all of this is effectively 

denied by the stereotypes of the conventional wisdom. 

Conservatives do not perceive the existence of market 

power. There are occasions when liberals will admit to 

instances of it; but these are viewed as aberrations which 

are to be dissolved by appropriate legislation. Both sides 

fail to see market power as an inherent part of an indus

trial order. They are embarrassed by the very concept of 

power,^ would prefer to effectively deny it and, thereby, 

•^Ibid., pp. 441 43. 

38Ibid., p. 50. 
O Q  
See ibid., chap, v, "The Ogre of Market Power," 

pp. 50-62. 

^This is implicit in much of Galbraith's work. His 
most explicit discussion of it is in Galbraith, American 
Capitalism, chap, iii, "The Problem of Power," pp. 24-31. 
Also, see Galbraith, New Industrial State, chap, v, "Capital 
and Power," pp. 46-59. 
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to deny a new economic reality and the implications of that 

reality. 

Oligopical Efficiency 

There is, Galbraith suggests, another factor of the 

new economics to be considered, the factor of efficiency. 

In classical thought, social efficiency would be brought 

about through the competitive process. Entrepreneurs would 

be forced to innovate in production technique, and in product 

itself, by the pressures of supply and demand as they are 

reflected in price competition. Social efficiency would 

thus be served. Indeed, it was society itself which would 

be the real beneficiary of the economic order. It was on 

this basis that capitalism staked its claim as a viable 

social philosophy. 

Under conditions of oligopical, or imperfect, 

competition the connection between demand and supply 

evaporates and price competition disappears. Plainly, 

. . it no longer follows that any of the old goals of 

social efficiency are realized." But, as suggested, the 

changes are more profound than this. "... Not only does 

oligopoly lead away from the world of competition, with its 

promise of social efficiency but . . . ," in terms of market 

power, ". . . it leads toward the world of monopoly." The 
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existence of such power has "... anciently been viewed as 

the very antithesis of social efficiency."^" 

In light of this, the actual efficiency of oligopoly 

is somewhat surprising. It is, Galbraith argues, those very 

industries which are concentrated, and which do not engage 

in price competition, which have been the most socially 

efficient—that is, the most efficient in production. The 

abundance created by oligopoly provides the foundation of 

the "affluent society." 

However, Galbraith contends, this is not really 

surprising once the concept of efficiency is better under

stood. "The notion of efficiency as applied to an economic 

system is many-sided." It can be conceived of as simply 

getting the most for the least; or getting the particular 

things the community wants in the desired amounts; or a 

reasonably full use of the available—or willing—supply 

of labor. Efficiency might also be viewed as a satisfactory 

allocation of resources between immediate production and 

production for the future; or as the encouragement of new 

and more efficient methods of production. There is "finally 

—a somewhat different requirement and one that long went 

unrecognized—there must be adequate provision for the 

research and technological development which brings new 

^"Galbraith, American Capitalism, pp. 43, 44* 



109 

methods and (though one is permitted to deplore them if 
i 2 

necessary) new products into existence."^" 

For Galbraith, these are all useful criteria of 

efficiency and it is as a whole that they must be considered. 

In the competitive model "... all the requirements for 
I n 

efficiency, with the exception of the very last, were met." 

This exception—research and development—was not even 

conceived of by the classical economists, even the twentieth-

century variety. It is Galbraith's contention ths.t this 

is a highly significant omission. To ignore it is to miss 

the central, and vital clue to the tremendous productivity of 

industrial America. Production has vastly increased pre

cisely as price competition has diminished, and, where it 

matters most, has even disappeared. This is because those 

firms which cannot tolerate price competition are the very 

firms with the resources to invest in research and develop

ment on a socially significant scale. A large commitment 

of manpower and capital to research is a fundamental charac

teristic of a technological economy.It is the single 

42Ibid., pp. 17-13, Id. 

^Ibid., p. 18. 

^This is best developed in Galbraith, New Industrial 
State, chap, ii, "The Imperatives of Technology," pp. 11-
45, chap, xviii, "The Management of Specific Demand," pp. 
19o-210, and chap, xx, "The Regulation of Aggregate Demand," 
pp. 219-232. 
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most important reason for the great productivity of the 

American system, regaining many times whatever efficiency 

is otherwise lost through concentration. 

Contemporary American "Capitalism" 

These, Galbraith contends, are the essential out

lines of contemporary economics in the United States. They 

are epitomized by oligopoly and the shadowy presence of 

enormous market power, enhanced by a general unwillingness 

to recognize its existence; by great productive efficiency 

grounded not in price competition, but in a sizeable and 

long-range commitment of resources to research and develop

ment. Such an economy bears little resemblance to the 

classic and still cherished formulations of "capitalism." 

Yet, Galbraith suggests, despite the tremendous 

differences between the current system and classical theory 

and doctrine, the term "capitalism" still best defines it. 

In recent years use of this term has come to be ". . . 

regarded as vaguely obscene," and "all sorts of euphemisms— 

free enterprise, individual enterprise, the competitive 

system and the- price system—are currently used in its 

place." But none of these substitutes "... has the virtue 

of being more descriptive and none is as succinct."^ 

Indeed, among these possibilities, only "capitalism" has 

any real connection with the economic order which Galbraith 

I C 

^Galbraith, American Capitalism, p. 4 n. 1. 
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describes. Some—thinking of the kind of market power 

wielded by the large firms—have labeled the American system 

"monopoly capitalism." It could also be variously defined 

as "planned capitalism," "oligopical capitalism," or 
. £ 

"corporate capitalism." For purposes of this analysis, 

"corporate capitalism" recommends itself as the most sugges

tive and useful. 

^ The term "monopoly capitalism" is, of course, 
the one most employed by contemporary Marxists, cf., Baran 
and Sweezy, Monopoly Capital. 

Writers such as Baran and Sweezy are aware that the 
American economy is characteristically oligopical, and not 
monopolistic. They use this term, however, to convey the 
idea of the kind of power, economic, social, and political, 
that exists and is being employed. It is clear that 
Galbraith agrees with this, at least in regard to economic 
power and, as will be seen in the treatment of his later 
views in The New Industrial State, social and political 
power as well, even though he would probably resist "monop
oly capitalism" as an analytic concept. 

This is not to suggest that all modern Marxists 
distinguish between monopoly and oligopoly. Many do not. 

A label such as "oligopical capitalism" is, of 
course, suggested by the work of Galbraith himself. So, 
to a lesser extent, is "corporate capitalism." 
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CHAPTER 5 

THE ECONOMICS OF COUNTERVAILING POWER 

At this point it is well to emphasize that there 

are, effectively, two Galbraiths: one the author of 

American Capitalism, the other of The New Industrial State. 

Each of these volumes represents a discrete theory of 

American economic society. An attempt could be made to 

synthesize the ideas within them; to stress the principles 

and assumptions they share, to de-emphasize their differ

ences and contradictions. But, to do so would be to treat 

both dishonestly—to try to make each something it really is 

not. Consequently, the content of these volumes will be 

dealt with as distinct approaches to an understanding of 

the economic, social and political structure of the United 

States. 

The Newtonian Equilibrium 

The Galbraith of American Capitalism is Newtonian, 

essentially basing his theory on the conception that an 

action by any element in society will result in an equal 

and opposite reaction on the part of other social elements. 

This is initially suggested in his view of the history of 

the transition of American economics from free market to 

oligopoly—from a system where market power did not exist 

112 
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to one where its importance is overwhelming. Market power 

first developed in the industrial sector. "In the first 

development of positions of market power, a long lead was 

assumed by the capitalist industrial enterprise.""^ 

Galbraith does not speculate as to why market power 

developed first in industry. It is reasonable to expect, 

however, that the introduction of techniques of mass produc

tion would lead to concentration, and it is, of course, 

precisely concentration which provides the foundation for 

the market power of modern industrial enterprise. In any 

event, "as a broad historical fact such enterprise is the 

2 locus of original market power." 

But industrial corporations do not dominate American 

economics. This is because the natural reaction to market 

power is an effort on the part of others to counteract it. 

They do this by organizing, and thereby developing, market 

power of their own. It follows that "... private economic 

power is held in check by those who are subject to it. The 
*3 

first begets the second."-^ Thus, even though the existence 

of market power in the American economy can no longer be 

denied on an empirical basis, its influence is greatly 

diminished by what amounts to a power equilibrium. 

^Galbraith, American Capitalism, p. 13$. 

^Idem. 

•^Ibid., p. 111. 
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Countervailing Power 

This equilibrium, Galbraith claims, is little 

understood, even by, or perhaps, especially by, economists. 

Those who refuse to recognize the existence of economic 

power ignore the realities of the American system. But so 

do those who perceive this power and decry its domination. 

Both sides are confused because they remain mired in certain 

classical formulations. "In the competitive model—the 

economy of many sellers each with a small share of the total 

market—the restraint on private economic power was provided 

by firms on the same side of the market."^ Competition— 

in particular, price competition by people in the same 

market—would make possession of market power impossible, 

or inconsequential. 

As the emergence of oligopolies, with their attend

ant market power, became increasingly difficult to ignore, 

at least by the more perceptive, economists continued to 

search for indications of classical competition—price 

competition from the same side of the market. They found 

little. Indeed, in any large sense, they found none. Their 

conclusion was that no economic restraints existed. However, 

Galbraith argues, this is not the case. What is the case 

is that these economists, perceptive as they were, looked in 

^Ibid., p. 110. 
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the wrong place. And, as they did so, a new economic system 

emerged virtually unnoticed. 

This is a system of balanced market power; a system 

where large aggregates of economic power exist and are, at 

the same time, restrained. It is a system created by the 

same forces of concentration which accorded original market 

power to the industrial sector and, by so doing, overthrew 

the free market. The restraints in the system "... were 

nurtured by the same process of concentration which impaired 

or destroyed competition." However, "... the new 

restraints on private power did not . . . replace competi

tion" in a classical sense. This is because "... they 

appeared not on the same side of the market but on the 

opposite side, not with competitors but with customers or 

5 suppliers." 

Here is the reason that economists, conditioned to 

classical preconceptions, overlook them. Such failure of 

perception has led almost all economists in one of two 

directions: most ignore the facts and insist that price 
I 

competition still prevails; a few argue that unchecked power 

dominates the American economy. For Galbraith, both posi

tions are wrong. 

In an oligopical market certain kinds of competition, 

separate of price competition, still have a role to play 

^Ibid., p. 111. 
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but, in terms of the general conditions of the system, this 

is minimal. Most importantly, they have no restraining 

effect at all on the actual formation and use of power. Not 

competition, but "... the tendency of power to be organ

ized in response to a given concentration of power is the 

vital characteristic. ..." In the American economy this 

response has come from the side of the market opposite to 

that where original power has developed. Economic power is 

no longer rendered impossible, or even checked, by price 

competition, or by any kind of competition, yet as a 

restraint on power, a functional equivilant for such compe

tition does exist. Galbraith refers to ". . . this counter-

£ part of competition . . ." as ". . . countervailing power." 

At times, Galbraith suggests that the formation of 

countervailing power is the result of human will and action; 

that "... the existence of market power creates an incen

tive to the organization of another position of power that 

7 neutralizes it."' This suggests, of course, that the 

development of countervailing power does not necessarily 

occur. However, he also argues that countervailing power 

is a natural and automatic consequence of original market 

power, brought about not by human choice, but by ". . . the 

^Ibid., pp. 113, 111. 

^Ibid., p. 112. 
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great impersonal sweep of economic forces." In classical 

economic thought, Galbraith notes, "... competition was 

regarded as a self-generating regulatory force." What he 

is here describing is analogous to this. "Countervailing 

power is also a self-generating force and this is a matter 
o 

of great importance."7 This view is much more pervasive 

and typical in American Capitalism than the first. What 

Michels refers to as the tendency towards organization"^ 

approximates Galbraith's view of the natural direction of 

American economics. 

The Motivation to Countervailing Power 

Classical formulations of price competion had 

relevance only to sellers. The concern was with sellers 

g 
Galbraith, "Pleasures and Uses of Bankruptcy," p. 

177. 
o 
'Galbraith, American Capitalism, pp. 112-113, 113. 

"^Robert Michels, Political Parties: A Sociological 
Study of the Oligarchical Tendencies of Modern Democracy, 
trans, by Eden and Cedar Paul (New York: Dover Publica-
tions, Inc., 1959)> chap, i, "Introductory—The Need for 
Organization," pp. 21-22. This, of course, underlies 
Michels' "iron law of oligarcy." For Michels, "organiza
tion, based as it is upon the principle of least effort, 
that is to say, upon the greatest economy of energy, is the 
weapon of the weak in their struggle with the strong." Ibid., 
p. 21. In turn, "organization implies the tendency to 
oligarchy." Ibid., p. 32. 

It should be noted that this is not to suggest that 
Galbraith adopts this view of the oligarchical tendencies of 
organization or, as in regard to Le Bon, that he accepts 
the kind of elitist argument that is basic to Michels' posi
tion. 
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acquiring the power of monopoly. Countervailing power, 

however, develops with equal facility among buyers as well 

as sellers, depending upon where the original market power 

is located. It thereby creates the monopoly power of 

buyers, or "monopsany" power. But, Galbraith contends, 

this power will only emerge where there is an economic value 

to be shared. For instance, despite much misunderstanding, 

countervailing power does not come about in reaction to 

exploitation—what brings it into existence is that which 

underlies exploitation and which is implied by it, the fact 

that a disproportionate share of wealth is going into the 

hands of a few. The desire to share this wealth is the 

motivating force behind the emergence of countervailing power. 

The small businessman of the classical model exploits 

neither the labor he buys nor the customer to whom he sells 

because his margin of profit is net great. He has no 

control over the prices at which he buys and sells. He has 

no market power. It is only with the possession of market 

power that profits are enhanced and great fortunes amassed— 

fortunes, of course, that can be shared. 

Hence, Galbraith suggests, labor became organized 

only after the growth of large industrial concentrations 

that controlled their own prices. The original market power 

of these corporations created an abundance of wealth. 

Countervailing power, is not an automatic response to market 
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power itself. It is, however, an automatic response to the 

possession of the relatively great wealth held by a few 

which market power produces. Since this development is 

automatic, Galbraith must assume that man, at least in part, 

is by nature an economic animal. 

Instances of Countervailing Power 

Trade unions in concentrated industries provide one 

of Galbraith1 s major examples of countervailing power. 

"The economic power that the worker faced in the sale of 

his labor—the competition of many sellers dealing with a 

few buyers—made it necessary that he organize for his own 

protection." This condition, however, had long existed in 

the industrial economies of Western Europe and the United 

States. It was only when great aggregates of wealth began 

to accumulate that the labor movement became a viable 

force. Union organizers realized that "if successful they 

could share in the fruits of the corporation's market 

11 power." This, in Galbraith's view, was the real catalyst 

behind labor organization, and remains so today. Only 

through such organization could workers control the prices 

at which they sold their labor. Thus, they could share the 

wealth. 

Another instance of countervailing power in the 

American economy, cited as important by Galbraith, is the 

11 
Galbraith, American Capitalism, p. 115. 
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development of the chain store. Retailers, as buyers of 

goods, have reacted to the market power of producers by 

organizing market power of their own. "Its practical 

manifestation, over the last half-century, has been the rise 

of the food chains, the mail-order houses (now graduated 

into chain stores), and the co-operative buying organizations 
12 of the surviving independent department and food stores." 

Countervailing power does not emerge only among 

business groups. It is also the tool of consumers. The 

fact is, Galbraith claims, that the market power of large 

retail firms has been ". . . used, by proxy, on behalf of 

the individual consumer. ..." Lower prices are passed 

on to the eventual buyer of the product. If this was not 

so, he argues, the law of countervailing power assures that 

American consumers would have formed their own buying 

organizations. These might have resembled those ". . . in 

Scandinavia where the consumer's co-operative, instead of 

the chain store, is the dominant instrument of counter

vailing power in the consumer's goods markets," or the 

". . . similar though less comprehensive development in 

England and Scotland."1̂  

It is simply historical accident that in America 

". . . the chain stores pre-empted the gains of countervailing 

12Ibid., pp. 118-119. 

~*"^Ibid., p. 126. 
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power first." Now, of course, they are well established 

in the American economy, and at this point, food co-opera

tives, for instance, "... could not compete with the 

A & P and other large food chains.""*"^* The same is true 

in other retail markets where chain operations have taken 

hold. However, Galbraith is certain that to maintain their 

dominance they must continue to benefit the consumer. 

There is much, he contends, to support this. The 

facts indicate that a vacuum in market power will tend to be 

filled, and that people, as consumers, will organize to do 

so. Some evidence comes from the agricultural sector in the 

United States. "In parts of the American economy where 

proprietory mass buyers have not made their appearance, 

notably in the purchase of farm supplies, individuals (who 

are also individualists) have shown as much capacity to 

organize as the Scandinavians and the British and have 

similarly obtained the protections and rewards of counter-

15 vailing power." Their position in this field is as solid 

as that of the chain stores in other areas of consumption 

and, so long as they serve the interests of the consumer, 

is likely to remain so. 

In terms of buying, the farmer's ability to organize 

countervailing power is impressive. "The Grange League 

1/fIbid., pp. 126, 127. 

15Ibid., p. 127. 



122 

Federation, the Eastern States Farmers' Exchange and the 

Illinois Farm Supply Company, co-operatives with annual 

sales running to multi-million-dollar figures, are among 

the illustrations. ..." But the farmer has been far less 

successful in his role as a seller. Co-operatives "... 

redress the weakness of his position only as a buyer and 

only for part of his purchases"; retail chains work for him 

in his non-farm-supply buying. But these have ". . . in 

nowise compensated for the failure of the marketing co-oper-

ative as a bargaining instrument." The result is that 

farm prices are perennially low. This, at least at this 

time, is yet to be resolved by countervailing power. 

In fact, agriculture, in regard to the sale of farm 

products, represents the "... country's closest approach 

to the competitive model." This has had certain conse

quences which further illustrate Galbraith's theory. 

Because the farmer, as a seller, remains in the classical 

position of being one of many sellers, each with no control 

over his prices, market power is absent. There has been 

little exploitation of farm labor because the enhanced 

financial rewards which derive from market power have not 

existed. This, in turn, has discouraged the development 

of unionization among farm workers. "The reason lies not 

in the difficulties of organization; these are considerable, 

l6Ibid., pp. 127, 162. 
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but greater difficulties in organization have been overcome. 

The reason is that the farmer has not possessed any power 

over his labor force, and at least until recent times has 

not had any rewards from market power which it was worth 

17 the while of a union to seek." 

As farming becomes increasingly oligopical this, 

Galbraith is sure, will change. Certain indications are 

already apparent. . .In the Great Valley of California, 

the large farmers of that area have had considerable power 

vis-a-vis their labor force." It is the first region in 

American agriculture where owners and managers operate under 

oligopical conditions. Not surprisingly, "almost uniquely 

in the United States, that region has been marked by 
1$ persistent attempts at organization by farm workers." 

Galbraith's point about agriculture is basic to his theory. 

Where original market power and the financial benefits that 

derive from it, do not exist, power on the opposite side of 

the market will not develop; where they do, countervailing 

power will emerge. 

The Absence of Countervailing Power 

For Galbraith, the concept of countervailing power 

is remarkably similar to a natural law of American economics. 

17Ibid., p. 115. 

lgIbid., pp. 115-116. 
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. . Its development, in response to positions of market 

power, is pervasive in the economy." Clearly, it is the 

conceptual core of Galbraith's theory of the economic order 

in the United States. Yet, almost by reflex, he is suspi

cious of grand speculations—including his own. "There is 

[he points out] an old saying, or should be, that it is a 

wise economist who recognizes the scope of his own generali-

19 zations." Countervailing power does not operate uniformly 

well throughout the economic system. In fact, there are 

places where it does not function at all. Or, at least, 

where it is yet to develop. 

One such place, already mentioned, is among farmers 

as sellers. Despite a recent trend toward oligopical 

control of prices in certain agricultural markets, most 

farmers continue to sell their products on an individual 

basis. Galbraith, having noted this, offers no explanation 

for it. 

Another exception that Galbraith notes is the 

housing industry. "... The typical builder . . ."is 

". . . a small and powerless figure ..." forced to procure 

materials and labor from suppliers who possess market power. 

He buys in small quantities from those who control their 

own prices and who can thereby force him to buy at prices 

they establish. The consumer, of course, ultimately pays 

19Ibld., pp. 117, 123. 
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for this. "It is these factors which, very largely, deter-
20 

mine the price of the house." There is no equivilant of 

the retail chain to protect the home buyer against those 

who control the prices of materials and labor. The only 

bulwark is the possibility that the inflationary trend will 

discourage home buying to the point where these suppliers 

might be hurt more than they are helped by their enormous 

profit margins. This is slim control, indeed. 

Unlike his treatment of the farmer as seller, 

Galbraith does suggest a reason why countervailing power is 

absent in the home-building industry. Those who possess 

original market power, he argues, will always resist the 

efforts of others to organize power to counteract it. This 

resistance has been very successful in the housing business. 

The builder is more or less deliberately kept 
without power. With few exceptions, the manu
facturers of building supplies decline to sell to 
him direct. This prevents any builder from 
bringing pressure to bear on his source of 
supply; at the same time it helps keep all 
builders small and powerless by uniformly deny
ing them the economies of direct purchase. All 
must pay jobbers* and retailers' margins. 

Because the resistance to cooperative buying has been effec

tive, and countervailing power has failed to emerge, the 

builder is in the position of ". . . buying his building 

materials in small quantities at high costs from suppliers 

with effective market power and facing in this case 

2QIbid., p. 125. 



126 

essentially the same problem vis-a-vis the unions as sellers 

of labor. 

Resistance to the development of countervailing 

power is nothing new or unusual. Certainly the trade-union 

movement confronted and overcame similar obstacles, and 

there are indications that home-builders are moving in the 

same direction. ". . .A spectacular case is Levitt and Sons 

of Long Island. ..." Because Levitt entered the market 

with large financial resources and the intention of 

producing houses on a mass scale, they were able to deal 

from a position of market strength. "As the result of more 

effective buying, a much stronger position in dealing with 

labor, and the savings from large-scale production of 

houses, they have notably increased the satisfaction of 

22 customers with what they receive for their money." 

Liberals and the Housing Industry 

This, Galbraith realizes, disturbs many liberals, 

immersed as they are in a nostalgic commitment to competi

tion. "It has long been an article of faith among liberals 

that if competition could be brought to the housing business 

all would be well." But this faith is misdirected. "... 

Were all restraint and collusion swept away—were there 

^Idem. 

22Idem. 
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full and free competition in bidding, no restrictive 

building codes, no collusion with union leaders or local 

politicians to enhance prices—it seems improbable that 

the price of new houses would be much changed and the satis

faction of customers with what they get for what they pay 
23 

much enhanced." 

The problem is simply more basic than liberals are 

willing to perceive. There is competition in the home-

building business. This is precisely the problem. Builders, 

made weak by price competition, are pitted against oligopical 

suppliers who suffer from no such weakness. For Galbraith 

it is clear that it is only "... countervailing power 

which points the way to progress in the housing industry." 

Certainly, since Galbraith made this argument in 1954> 

large-scale, organized building firms have become more 

typical in the housing industry. 

More Exceptions 

There are, Galbraith recognizes, other elements in 

the economy which have, at least partially, avoided the 

restraining effects of countervailing power. "Some, like 

the automobile and the oil industry, have done so by inte

grating their distribution through to the consumer . . . ," 

thus escaping the necessity of dealing with powerful buyers. 

However, he argues, these facts actually support his theory 

23Ibid., pp. 124, 125. 
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because it is a . . strategy which attests to the 

importance of the use of countervailing power by retailers." 

It is another example of the holders of market power trying 

to prevent others from developing it. Furthermore, "it 

seems probable that in a few industries, tobacco manufac

ture for example, the members are ordinarily strong enough 

to withstand any pressure applied to them by the most power

ful buyer." But even here, under conditions of low demand, 

the tobacco companies have been "... forced to make liberal 

price concessions, in the form of advertising allowances, to 
p / 

the A & P and possibly also to other large customers." 

Reversal of Countervailing Power 

At times organizations representing countervailing 

power in the economy have actually played a role opposite 

their usual one. For instance, it is a ". . . fact that 

some trade unions and some farm groups are clearly the 

possessors of original power. Thus workers in the building 

trades, although they are not highly organized or excep

tionally powerful in any absolute sense, are strong in 

relation to the small-scale employers with whom they do 

business." Along the same lines, "... there are undoubted 

cases of original market power by groups of agricultural 
25 producers." 

24Ibid., p. 122. 

25Ibid., pp. 139, 140. 
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In the American experience, however, "... such 

cases have been infrequent." Furthermore, as centers of 

original market power, they are of little importance in 

the American system—this power, . . in any absolute 

sense . . ." —that is, relative to the overall system— 

is minor. The real significance of these groups, and 

others, is in the formation of countervailing power, arrayed 

against the only centers of original market power which are 

significant, the organized power of the oligopical corpora

tions. In this function, Galbraith argues, they have been 

highly successful. 

Countervailing Power as Typical of the Economic Order 

"As noted, there are exceptions and, as between 

markets, countervailing power is exercised with varying 

strength and effectiveness." Moreover, "... there are 

cases where the dangers from countervailing power have, 

apparently, been recognized and where it has been success

fully resisted." Nonetheless, Galbraith is insistent that 

countervailing power is characteristic of economics in the 

United States. It has replaced the price system as the 

major ". . . regulatory device . . ."in the system, 

controlling markets and prices, and maintaining "... the 

balance of forces . . ."in the economy. Indeed, those who 

advocate a return to the free market in order to gain the 

n /L 

Ibid., pp. 140, 139. 
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benefits of an harmonious, self-regulating economic order 

need not be concerned. If they would, for a moment, give 

up nostalgia for reality, they would see that self-regula

tion is precisely the central attribute of the economy in 

the United States. "The existence of exceptions does not 

impair the significance of the regulatory phenomenon . . . 

or any of the other characteristics of the countervailing 

power system. Even the classical writers admitted to 

exceptions. "To its devotees the virtues of competition 

were great but few if any ever held its reign to be univer

sal."27 

For Galbraith, ". . . it is reasonable to conclude— 

the reader is warned that this is an important generaliza

tion—that most positions of market power in the production 

of consumers' goods are covered by positions of countervailing 
2$ 

power." The evidence indicates that the phenomenon of 

countervailing power, although not universal, is widespread 

enough, and crucial enough, to make its formulation into 

a theory viable and significant. Importantly, it is a typical 

reaction to oligopoly in the United States, and a notion of 

it is necessary in trying to describe and explain the entire 

American economic order. That Galbraith applies his theory 

27Ibid., pp. 117, 132, 122. 
pd 
Ibid., p. 122. 
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to consumers' goods only should be paranthetically noted at 
29 

this point. 

Countervailing; Power as Economic Regulator 

As previously indicated, countervailing power acts 

as a regulator in the economy, much as the price system did 

in the competitive model. It does not, however, do this in 

exactly the same way as free-market capitalism. In the 

classical tradition the only definition of social benefit 

was lower prices, and the test of an economic system was 

whether it ". . . reduces prices to the consumer. This is 

not a test which countervailing power can always satisfy." 

It can, as has been seen with workers, chain stores, and 

farmers as buyers, bring about a redistribution of returns. 

But in doing this "it may, by raising marginal costs, raise 

30 prices to the consumer." That is, even though wealth may 

be more equitably divided, actual prices in the system may 

be inflationary. There is no automatic price regulator 

such as the free market could claim. What is regulated is 

not prices, but comparative advantage. This is an important 

point to which Galbraith will return when he deals with the 

role of government. 

29 Galbraith himself is careful to point out that 
his theory of countervailing power only applies to a peace
time economy and does not take military spending into 
account, Galbraith, American Capitalism, pp. vii-viii. 

30 .. Galbraith, American Capitalism, p. 147* 
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Economic Abundance 

A system of countervailing power can regulate 

comparative advantage because it incorporates a vital econ

omic ingredient which the free market could not provide. 

This relates to the previous discussion of economic effi

ciency and Galbraith's contention that there are many types 

of efficiency in economics. The competitive model served 

the value of efficiency in all ways but one—and this one 

way is so important that its impact overshadows the effects 

of all the others combined. 

The presence of oligopolies, and a corrolary absence 

of price competition, undoubtedly damages the value of 

achieving the lowest consumer prices possible. But, in 

Galbraith's view, this is more than compensated for by the 

vast amoimts of capital held by the oligopical corporations, 

capital available for research and technological development 

both in regard to products and techniques of production. 

Only a giant corporation, free from the dangers of a competi

tive price market, and with tremendous capital resources 

at its command, can afford this kind of investment on a 

scale that is socially significant. Only such a corporation 

can afford the manpower, as well as the long-range planning 

and time commitment that technological research demands. 

Under conditions of monopoly it would be less likely to 
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make this investment. But, given the pressures of imperfect 
31 competition and countervailing power it will. 

For Galbraith, it is corporate research and develop

ment which is the single most vital factor in the tremendous 

growth of the American economy. This is so crucial to 

economic development that it overrides all other criteria 

of efficiency, including the slightly lower prices that a 

competitive system might produce. Significant investment 

in technological research is, historically, a corporate 

phenomenon; it only takes place where markets are not 

subject to price competition. It is possible only where 

future markets and future prices are planned, where imper

fect competition and countervailing power are the motivating 

forces, and where enough venture capital is available for 

the sizable investment it demands. It occurs, that is, 

32 only where oligopoly prevails. Since market power and 

countervailing power among and between oligopical combina

tions characterizes the American industrial economy, the 

system of countervailing power "... emerges as the stuff 

33 of which economic progress consists." 

31 This argument is more fully developed in Galbraith, 
New Industrial State, pp. 60-71 and 123-232. 

32 Again, this is best spelled out in detail in Gal
braith, New Industrial State, pp. 11-45. 

33 Galbraith, American Capitalism, p. 153» 
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Countervailing Power as Economic Doctrine 

It is clear that the notion of countervailing power 

is, for Galbraith, more than an operationally descriptive 

concept. His use of the idea is plainly normative as well 

as theoretical. Not only does the theory of countervailing 

power best state, describe, and explain the most significant 

elements in the American economy, but those elements which 

cannot be so described ought, in his view, to move towards 

it. "Given the power of the modern industrial corporation, 

it is doubtless well that those who do business with it 

have the capacity to protect themselves." Not all elements 

in the economy are yet typified by . . an essentially 

healthy manifestation of countervailing power.However, 

in their won interest they should be and, in fact, they are 

increasingly becoming part of the system. Galbraith is 

doing much more than explaining the economic order he 

perceives. He is—perhaps more importantly—advocating it. 

There are, he suggests, good reasons to advocate it, 

reasons that go beyond the economic interests of various 

segments in the economy. A countervailing power system may 

not control prices, but it does produce abundance, the econ

omic ingredient most vital for the easing of social tensions, 

and "social serenity would seem to be a plausible social 

goal." Here is the real value of countervailing power. It 

3/lTbid., pp. 147, 133. 
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is, in Galbraith*s view, a value of much greater magnitude 

and much higher priority than a slight decrease in actual 

prices. It is notable, he argues, and revealing, that "a 

scant fifty years ago American labor relations were charac

terized by sullenness, anger, and fear. Farmer attitudes 

35 were marked by a deep sense of insecurity and inferiority." 

All of this has undergone a remarkable change—a change that 

testifies to the ability of countervailing power to alle

viate social tensions. 

It is unfortunate, Galbraith contends, that many 

economists do not really understand the connection between 

the economic order and the general welfare. Technological 

". . . change and innovation which have as their main 

purpose the relief of social tensions do not have much 

standing in economics, at least with those whose eyes are 

trained on the competitive model as a social norm." These 

people fail to perceive that research and development engaged 

in by oligopical corporations creates an abundance of wealth 

that might be used to eliminate the traditional concern with 

economic scarcity, along with the social conflicts that are 

reflections of this concern. Even among those who do 

comprehend this, the commitment to "free enterprise" is 

overwhelming, and "there are some who would accept a little 

turbulence in pursuit of so admirable a goal. For others 

35Ibid., p. 146. 
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this is not a matter for the economists to worry about. They 

can watch the rioting from the window.11̂  They seem not 

to understand that a concern with the social good as the 

essential rationale for economic inquiry is in the tradition 

of the great economic thinkers who formulated the competi

tive model, and who they supposedly follow. 

However, social insensitivity, and the wrongheaded 

commitment of many economists to a narrow and outmoded 

definition of "efficiency," has little effect on historical 

reality. This, despite enormous mental efforts to deny it, 

impinges on the stereotypes people hold. "The enemy of the 

37 conventional wisdom is not ideas but the march of events" 

and, for Galbraith, the direction of these events in certain 

industrial economic systems, America included, is clear. It 

is toward an order where the research and development 

engaged in by oligopical corporations creates an abundance 

of wealth which can be shared and where, in response to 

this, the emergence of countervailing power helps to assure 

that it will be. 

In Galbraith's formulation of it then, the concept 

of countervailing power is both theory and doctrine. Not 

•^Idem. 

•^Galbraith, Affluent Society, p. 13. 
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only does it explain what exists in the United States, it 

also operates for the public interest and its development 

should be encouraged in those sectors of the economy where 

it has not appeared. It is promulgated as an answer to 

the arguments of conservatives, as well as many liberals, 

caught in the morass of conventional wisdom and social 

nostalgia. Furthermore, and one suspects importantly for 

Galbraith, it is his answer to Marx, and to those in one or 

another of the neo-Marxian traditions, who argue that the 

corporate structure is controlled by a ruling class, or a 

ruling elite or competing elites; that its influence is 

totally, or nearly totally, pervasive; and that class 

struggle within the forms established by corporate dominance 

3d is the central reality of economic society in America. 

One of the important effects of countervailing power is to 

check the power of industrial and financial corporations. 

More than this, it leads to a system characterized not by 

economic domination, but by a tendency towards economic 

equality—not by conflict, but by movement in the direction 

of balance, equilibrium, and liberal harmony. 

3d See discussion of some of these, infra, Appendices 
A, B, and C. 



CHAPTER 6 

THE "SQUIRREL WHEEL" SOCIETY 

The argument in American Capitalism, published in 

1954> leads to the central theme of The Affluent Society of 

195$. Furthermore,—despite the contradictions already 

mentioned, which -will be dealt with in succeeding chapters— 

it also leads to certain important considerations in The 

New Industrial State, written nine years later. The single 

most important link between these three volumes is the 

tremendous material abundance made possible by the enhanced 

productive efficiency of oligopical corporations in the 

United States. 

"There is no more distinctive feature of the modern 

industrial society than the great corporation.""^" It has 

more than replaced spasmodic genius with the organization 

of ordinary human beings; it commands great amounts of 

capital; it minimizes the risk of investors; and, as a 

consequence of all this, it is historically unsurpassed at 

2 technological innovation. All of this demands concentration 

^"Galbraith, "Nature of Social Nostalgia," p. 129. 

2Ibid., p. 130. 

13# 
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and is a product of concentration, a concentration that 

leads to counter-concentration, or countervailing power, and, 

in turn, to affluence. 

An economic system, Galbraith argues, can only be 

really understood in terms of the values held by the people 

within it. In the United States, the most significant 

consciously held core value is that of material production 

itself. This is a value which finds its origins in the 

dark recesses of historical scarcity. If probed, Galbraith 

suggests, its ultimate foundation is discovered in the idea 

of a right to profit and, even more profoundly, in the 

notion that people must be provided with employment, a 

concept that has gained particular strength since the Great 

Depression. However, profit and employment as social goals 

lie more in the realm of attitudes than values—they are 

very often not conscious at all and, if they are, usually 

hardly so. It is production, generally in terms of gross 

national product, not profits and employment, that is 

typically lauded in ceremonial reaffirmations of the 

conventional wisdom. At the conscious level, production 

3 is the overriding American concern. 

3 •^Galbraith, Affluent Society, especially chap, viii, 
"Economic Security," pp. 98-120 and chap, ix, "The Paramount 
Position of Production," pp. 121-13&. 
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Diminishing Marginal Utility and the Need to Deny It 

The assumption of the classical economists—as well 

as most American economists of the present day—was that 

man has an insatiable desire for material possession. Man, 

if rational, is an economic animal, driven by his own nature 

to accumulate all he possibly can. However, Galbraith 

contends, this assumption about the human personality is 

wrong. There is much evidence about marginal utility—a 

person's perceptions of the usefulness of more goods to 

himself, once his basic economic requirements are fulfilled 

—which suggests that "... the importance of marginal 

increments is low and declining." Its import for the Ameri

can system is significant. "The effect of increasing 

affluence is to minimize the importance of economic goals. 

Production and productivity become less and less important."^ 

This new understanding has been formulated into 

"the concept of diminishing marginal utility . . . ," and 

in Galbraith*s view, is of central importance to an under

standing of the realities of social and political economy 

in the twentieth century. Others, however, have not found 

it so admirable. First of all, the concept of diminishing 

marginal utility poses an enormous threat to the core value 

of production, as well as to the attitudes about profits 

and employment which underlie it. One result of this is to 

4Ibid., p. 146. 
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jeapordize economics as a profession—since the central 

thrust of economic training is geared to maximizing effi-

5 ciency in production. When the idea of diminishing 

marginal utility was first advanced, economists, recognizing 

a distinct threat to their raison d'etre, searched for a way 

to negate its intolerable implications. "... The situa

tion was retrieved . . . and brilliantly. The diminishing 

£ urgency of wants was [simply] not admitted." Like their 

colleagues in other intellectual disciplines, economists 

went on, and continue to go on, as though nothing new had 

developed. 

This was not the case, however, in the business 

world. Galbraith does not suggest why, but it is suggestive 

that while the economics profession felt it could best 

preserve itself by adhering to the conventional wisdom, 

businessmen perceived an interest in recognizing the attack 

on it and, if possible, countering its effects. The idea 

of diminishing marginal utility described a reality that 

corporate interests in particular, dictated could not be 

so. If it was so, it must be changed. The value of produc

tion had to be protected. More than that, it had to be 

promoted. 

5 See discussion infra, pp. 496-502. 

^Idem. 
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It is clear that the very abundance created by 

oligopolies, or corporations within what Galbraith terms 

7 the "Industrial System," threatens the status, position and, 

thereby, the power, of those who run these organizations. 

In the midst of plenty, all else being equal, material 

things become less important. So, in turn, do the people 

who provide them. A need therefore develops to assure that 

material things continue to be of primary importance despite 

the reality of affluence. "Goods are what the industrial 

system supplies ... making goods important makes the 

industrial system important. And therewith it helps to 

sustain the social importance and prestige that attach . . 

to those engaged in production. To say nothing of the power 

that attaches to them as well. "Thus the accommodation of 

the market behavior of the individual, as well as of social 

attitudes in general, to the needs of producers ... is an 

inherent feature of the system. It becomes increasingly 

important with the growth of the industrial system" in the 

United States. 

The "Urgency" of "Wants" 

Galbraith is interested in the traditional occupa

tion of the economist—the problem of increasing production— 

7 Galbraith, New Industrial State, pp. 10-et passim. 
Also see ibid., chap, i, "Change and the Industrial System,11 
pp. 1-10. 

Ibid., pp. 210, 212. 
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but only in reference to societies of scarcity. But the 

major focus of his work is on industrial and, more precisely, 

technological societies, particularly the United States, 

and here the significant problems of economics revolve not 

around scarcity but around abundance. Here, the problem 

is not how to get more production but how to deal with the 

affluence created by an already enormous output of produc

tion. 

In affluent America, Galbraith argues, the importance 

of material possession and, therefore, production is main

tained through a process of "want creation. Certain 

essential techniques are employed in this. The first is 

indirect, and involves the fact that "increases in consump

tion, the counterpart of increases in production, act by 

suggestion or emulation to create wants." This, of course, 

is the "keeping up with the Joneses" syndrome, common, in 

one form or another, to all human societies. Another 

technique, of far greater significance in American economics, 

is a direct one whereby "... producers . . . proceed 

^Cf., John Kenneth Galbraith, Economic Development 
(Cambridge, Massachusetts: Harvard University Press, 1964). 
This is an expanded version of John Kenneth Galbraith, Eco
nomic Development in Perspective (Cambridge, Massachusetts: 
Harvard University Press, 1962). Galbraithfs argument in 
this regard, however, is different than that of most econ
omists. See discussion infra, pp. 509-511• 

"^Galbraith, Affluent Society, pp. 156-et passim. 
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actively to create wants through advertising and salesman-

11 
ship." 

Within Galbraith's analysis of the affluent society, 

the role of advertising is a crucial consideration. However, 

its significance in the creation of wants, as well as the 

importance of want creation itself, cannot be admitted to 

by businessmen or economists. The notion of diminishing 

marginal utility is ignored, and modern economic ideas 

". . . center on the denial that anything very useful can 

be said of the comparative states of mind and satisfaction 

12 of the consumer at different periods of time," and 

under varying conditions of relative affluence and scarcity. 

Rational economic man always wants. The intensity of his 

wanting never varies. It is always characterized by a high 

degree of urgency. 

However, Galbraith argues, "if the individual's 

wants are to be urgent they must be original with himself.. 

13 They cannot be urgent if they are created for him." J In 

the United States most wants are not original—or natural— 

but are formed for the consumer by advertising. They are 

not really urgent. But if declining marginal utility can 

11 Ibid., p. 15$. . Vlso see ibid., chap, x, "The 
Imperatives of Consumer LV'.and," pp. 139-151, and chap, xi, 
"The Dependence Effect," pp. 152-160. 

Ibid., p. 148. 

13Ibid., p. 152. 
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be denied, so can the idea of want creation. And it is. 

For most professional economists, there is no such thing as 

a relative urgency of wants. Every want is automatically 

as urgent as every other. 

Furthermore, "in virtually all economic analysis 

and instruction, the initiative is assumed to lie with the 

consumer. In response to wants that originate within 

himself, or which are given to him by his environment, he 

buys goods and services in the market." Those who produce 

". . . respond to this message of the market and thus, 

ultimately to the instruction of the consumer. . . . This 

is called consumer sovereignty. It provides, in 

Galbraith's view, the central conceptual defense for an 

irrational stress on production in an economy overflowing 

with abundance. The fact is that people continue to want, 

no matter, it seems, how much they have. These wants appear 

to be urgent. Since economists assume that a lack of 

urgency is impossible, questions about its reality and 

etiology are ruled out. All wants are equally urgent. Such 

is the nature of man. Such, also, is the assumptional 

foundation of consumer sovereignty. 

For Galbraith, this approach to the reality of the 

human personality is patent nonsense. A moment's reflection 

supports him. The intensity of wants does vary. Men make 

"̂ Galbraith, New Industrial State, p. 211. 
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revolutions over bread. Rarely do they do so over diamonds. 

Outside of occasional diamond thieves, men are not motivated 

to act rashly because of a relative lack of diamonds, as 

long as the bread supply is sufficient. In the affluent 

society, 11. . . diminishing utility . . ."is actually 

operative. "The fact that wants can be synthesized by 

advertising, catalyzed by salesmanship, and shaped by the 

discreet manipulations of the persuaders shows that they 

15 are not very urgent." 

However, Galbraith suggests, to admit the implica

tions of this is to destroy the ideological foundations of 

the American economic system, and it is clear that business

men and economists are not about to do so. Both sides have 

l6 a . . vested interest in production . . . ," and act 

accordingly. Those who run American corporations have a 

vital stake in the profits, status, and power which derive 

17 from "the paramount position of production." ' An economist 

has a commitment to his own training and, since that train

ing stresses production, he has a conceptual stake in 

maintenance of it as the highest social priority. "The 

importance of production is central to his scheme of econ

omic calculation. All existing pedagogy and nearly all 

15 
Galbraith, Affluent Society, pp. 149> 15$. 

l6Ibid., p. 140. 

17 See ibid., chap, ix, "The Paramount Position of 
Production," pp. 121-13$. 



147 

research depend on it. Any action which increases produc

tion from given resources is good and implicitly important; 

anything which inhibits or reduces output is pro tanto 

wrong." It follows that the system must be protected. 

". . . The ultimate refuge will remain in the theory of 

consumer demand. This is a formidable structure; it has 

already demonstrated its effectiveness in defending the 

urgency of production. In a world where affluence is 

rendering the old ideas obsolete, it will continue to be 
1$ 

the bastion against the misery of new ones." 

The conventional wisdom about consumed sovereignty 

notwithstanding, Galbraith argues, advertising plays a 

central role in an economy of abundance. And this role is 

little understood, by defenders of the system as well as 

its critics. Even by those who support "what exists," 

advertising has been traditionally viewed as a wasteful 

enterprise which contributes little or nothing to the actual 

production of wealth. Since autonomous consumer demand is 

assumed to be the basic operative reality, and demand is 

assumed to originate with the consumer, the function of 

advertising is, at best, of periferal utility in the econ

omy. It is not surprising that "economists and a good many 

id 
Ibid., pp. 140, 143. 
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others have pointed to the energies devoted to it with shock 

19 or alarm." 

The response of advertising people has been defen

sive. "Those who make their living by it have replied, both 

in anger and sorrow, that it isn't wasteful at all. Some 

bold spirits, with a knack for generalization, have said 

that all critics of selling expenditure are subversive." 

These arguments have been largely unconvincing. "Not even 

the genius of the adman has been wholly equal to the task of 

proving that the paper, ether and skills employed in, say, 

cigarette advertising are related to any urgent public 
20 

need." The feeling persists, particularly among econo

mists, that these energies would be better directed toward 

increasing production and adding to the national wealth. 

That the charge of wastefulness has stuck, Galbraith argues, 

is testimony to a general misunderstanding of the realities 

of American economics. That advertising men are defensive, 

and their counterarguments so weak, suggests that they do 

not understand them either. 

The same is true of certain critics of the American 

system who, while recognizing concentration, fail to perceive 

the crucial relationship advertising has to it. Like those 

who defend the system, they do not see any economic utility 

"̂ Galbraith, American Capitalism, p. 96. 
20 
Ibid., pp. 96, 95. 
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in advertising. The perception of Jack London is typical. 

"The trusts did not advertise. . . . Only the small capital

ists competed, and therefore they did the advertising. 

There being no competition where there was a trust, there 

21 was no need for trusts to advertise." For defenders of 

"the system," advertising is always socially inefficient. 

For most critics, advertising is reasonable when there is 

competition, however, its continuation under conditions of 

oligopoly is irrational and not to be expected. 

Both sides, Galbraith points out, are wrong. The 

fact is that a tremendous advertising industry is an integral 

to a concentrated economy where production is a value that 

is highly esteemed. Indeed, it is an inherent part 

of the very material abundance which such an economy produces. 

It is the enormous commitment to advertising in the United 

States which has led to the notion "... that Americans 

are a nation of salesmen because they have some particular 

virtuosity in this craft." Certainly, he argues, "there 

are more salesmen, and salesmenship is more highly developed, 

in the United States than elsewhere in the world. But the 

explanation lies not with national character but with 
7 2  

national wealth." 

21 Jack London, The Iron Heel, with a Preface by 
Antole France (London: T. Werner Laurie Limited, 1936), 
p. 171 n. 2. 

22 
Galbraith, American Capitalism, p. 101. 
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A 11. . . proliferation of selling activity is the 

counterpart of comparative opulence." There is, in fact, a 

precise equation between the two, at least in the American 

context. Only under affluence have the urgent wants of 

people been taken care of and can they enjoy the luxury 

of not being sure of what they "want" next. Only under 

affluence do ". . . people have the income to satisfy rela

tively unimportant wants, of the urgency of which they are 

23 not automatically aware." 

Susceptibility to Persuasion 

For Galbraith, the implications of this are of 

profound importance for the American system. "A hungry man 

could never be persuaded that bread that is softened, sliced, 

wrapped and enriched is worth more than a cheaper and larger 
pi 

loaf that will fill his stomach." But a well-fed man, who 

is fairly certain of a continued income that will keep him 

more than well fed, can be so persuaded. Indeed, he can be 

convinced of much more. "No one whose stomach is totally 

empty can be persuaded that his need is not for food but 

for entertainment." But, "though a hungry man cannot be 

persuaded as between bread and circuses, a well-nourished 

man can. And he can be persuaded as between different 

23Ibid., pp. 96, 97. 

2/fIbid., p. 100. 
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25 circuses and different foods." Beyond the physical 

necessities, each increment of economic value possessed by 

a person diminishes the margin of the utility of additional 

increments. The effect is highly significant. As affluence 

increases, urgency recedes, and wants become more flexible. 

That this is denied by a conventional wisdom which insists 

that the need for material accumulation is insatiable, and 

always of the same great urgency, in no way effects its 

reality. 

When people are hungry, or thirsty, or cold there 

is a material referent to their needs. "Hunger and other 

physical pain have an objective and compelling quality." 

There is a certain clarity about what will alleviate them. 

"But psychic reactions have no such internal anchor; since 

they exist in the mind they are subject to what influences 

the mind." As abundance grows, so does the assurance that 

basic physical needs will be satisfied. The more that "the 

biological minimums are covered," the more do ". . . psycho-

27 logical, not physical, considerations control desire." In 

the affluent society, most wants are of the mind. In 

% Galbraith's terms, they are not urgent. 

25 
Galbraith, New Industrial State, p. 202. 

26t , Idem. 

27 Galbraith, American Capitalism, p. 101. 
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When wants are not urgent, they are more flexible 

and, therefore, the people who have them are subject to 

being convinced. "The further a man is removed from physi

cal need the more open he is to persuasion—or management— 

as to what he buys." For Galbraith, "this is, perhaps, the 

most important consequence for economics of increasing 

affluence." It infers that the advertising industry is 

centrally necessary to the continued operation of the eco

nomic order. Upon it falls the burden of the creation of 

wants, or what Galbraith otherwise refers to as ". ... the 

29 synthesis of consumer demand . . . ," or "the management 

30 
of specific demand." 

Yet, the significance of advertising in the economy 

has been largely overlooked. "Some have doubtless sensed 

that, in a society where wants are psychologically grounded, 

the instruments of access to the mind cannot be unimportant. 

They were right." But they are few. The conventional 

wisdom that insists that demand is insatiable and always 

urgent and that, as a result, the consumer is sovereign, 

will not allow the importance of advertising to be recog

nized. Its actual role "... may well be less exalted than 

the more demanding philosophers of the advertising industry 

od 
Galbraith, New Industrial State, p. 202. 

29 Galbraith, Affluent Society, pp. 231-et passim. 
30 ^ See Galbraith, New Industrial State, chap, xviii, 

"The Management of Specific Demand," pp. 198-210. 



153 

might wish. But none can doubt . . . [its] importance for 

the ... system, given always the standards by which that 

31 system measures achievement and success," the standards 

of material ownership and, more importantly, production. 

Clearly, for Galbraith, the function of advertising 

goes far beyond the simple fact that "... the vendor has 

always had to cry his wares . . . , [a] kind of salesmanship 

[that] invites no comment on grounds of social ineffi-

32 ciency"^ because it serves the obvious purpose ". . .of 

advising the public that a particular person or enterprise 

has a particular item for sale and at what price." Despite 

the fact that "such advertising is seized upon to show that 

the function of advertising is merely to convey information 

33 . . . ," the real role of advertising in the system is 

far more crucial than this. It is to convince people whose 

urgent needs are satisfied that they "want" white bread, or 

one of a variety of possible circuses, or both, and that 

they "want" only particular brands of these. It is, 

precisely, want creation. And the fact that those industries 

which produce the available brands of bread and circuses, 

and which, based on the assumption of continued and growing 

affluence, extend the credit often necessary for their 

31Ibid., p. 210. 

32 Galbraith, American Capitalism, p. 9$. 
33 
Ĝalbraith, New Industrial State, p. 203. 



154 

purchase, are oligopical, in no way detracts from the central 

importance of the advertising function. 

The Advertising Function 

On the contrary, Galbraith argues, advertising is 

vital to the operation of most modern corporations. First 

of all, long-range investment in research and development 

dictates that a future market for the product being devel

oped must be guaranteed. This market must be created. It 

must be planned for. "Control of prices is for a purpose— 

for the security of the . . . [corporation] and to allow 

it to plan." This is a kind of "planning . . . made neces

sary by extensive use of advanced technology and capital 

. . . and is inherent in the American industrial system. 

Since "the need to control consumer behavior is a require

ment of planning," the role of advertising campaigns in the 

management of future demand are vital to corporate opera

tions, and "... are part and parcel of the task of 

34 industrial planning. 

Secondly, along with "product design, model change, 

35 packaging and even performance . . . ," advertising is 

one of the major techniques of oligopical competition. 

Given conventions against competitive pricing, advertising 

3/|Tbid. t pp. 199, 201. 

35Ibid., p. 203. 
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recommends itself to corporations as an acceptable and 

nondangerous means of competition. "Price competition 

having been foresworn as destructive, the firm turns to its 

salesmen and advertising agency to find new customers 

and to win customers away from its rivals." 

Furthermore, Galbraith notes, a corporation may 

invest heavily in advertising as a safeguard against the 

possible breakdown of the agreement not to compete in prices. 

In such a case "... the firm may be seeking, often 

implicitly, through its advertising and salesmanship so to 

establish its own personality that it will be protected in 

some measure from other firms which do not reliably observe 

37 the convention against price competition." If the rela

tive price advantage gained by the reneging company can be 

successfully countered by product identification, prices 

and profit margin can be maintained. This is clearly in the 

best interest of the firm. More importantly, it is in the 

best interest of the industry, which might otherwise be 

badly damaged, or even destroyed, by the traumatic effects 

of price competition between oligopical giants. 

Galbraith does not discuss institutional advertising, 

but it might be mentioned as further support for his argu

ment that advertising is crucially important to large 

Galbraith, American Capitalism, p. 99» 

37Idem. 
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corporations—even to those which, like the American Tele

phone and Telegraph Company, effectively have no competition, 

oligopical or otherwise. Increased sales are not the point 

of such advertising, although they might be an incidental 

effect of it. The real purpose of institutional advertising 

is to promote a feeling in society of good will towards the 

company. It is here, of course, that corporate image is 

most important. This image and the resultant reservoir of 

good will can, it is hoped, be drawn upon in certain situa

tions, especially when issues of public policy are involved. 

Success of Advertising 

The size of the advertising industry in the United 

States reflects its importance to the oligopical system 

and to the opulence which that system produces. One of the 

central assumptions of the conventional wisdom—however 

implicit—is that all economic societies always have been, 

and always will be, typified by economic scarcity. But 

for Galbraith it is clear that "in such a land the whole 

force, male and female, of J. Walter Thompson, Du Pont Cello

phane, and the market research firm of Mr. Elmo Roper should 

without question be at work producing potatoes, beans and 

coal so that people might be slightly less hungry and 

3S cold." Only a society characterized by affluence can 

afford the manpower that goes into advertising. 

3̂ Ibid., p. 97. 
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Furthermore, the fact that the proportion of 

manpower involved in advertising, and selling in general, 

is enormous, is evidence of a significant reality about 

American economics. When demand is really urgent it will 

seek supply. "It is not necessary to advertise food to 

hungry people, fuel to cold people or houses to the home-

39 less." But when urgency is largely absent it becomes a 

corporate necessity to create wants in people who have 

sufficient income to not know what they "want." "In the 

absence of the massive and artful persuasion that accompanies 

the management of demand, increasing abundance might well 

have reduced the interest of people in acquiring more 

goods. 

That this has not happened—that American consumers 

". . . have felt the need for multiplying the artifacts— 

autos, appliances, detergents, cosmetics—by which they 

. . . are surrounded," that they "urgently" want "... the 

advantages of new packages, new forms of processed foods, 

newly devised dentifrices, new pain-killers ... [and] 

other new variants on older products," and that they work 

hard to get these things—is significant testimony to the 

success of the advertising industry. It has served its 

39Idem. 

Ĝalbraith, New Industrial State, p. 209. 
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employers well. "The consequence is that while goods become 

ever more abundant they do not seem to be any less impor

tant."^ 

The Effects of Advertising 

Beyond serving the immediate and long-range inter

ests of giant corporations, two major social consequences 

grow out of the triumph of advertising in the United States. 

In the classical formulations "the flow of instruction is in 

one direction—from the individual to the market to the 

producer." As noted, consumer sovereignty assumes not only 

that wants are urgent, but that they are urgent precisely 

because they originate with the consumer. This "... 

unidirectional flow of instruction . . . may be denoted the 

Accepted Sequence. 

The enormous success of the techniques of mass 
I O 

persuasion has transformed the American economic structure 

^"Idem. 

' 42Ibid., p. 211. 
I O 
There have been a fair number of suggestive treat

ments of this phenomenon, particularly in regard to its 
political effects. Cf., Mosca, Ruling Class; George Orwell, 
Nineteen-Eighty-Four (New York: Harcourt, Brace and Company, 
1949); Harold D. Lasswell, Politics: Who Gets What. When, 
How, in Harold D. Lasswell, The Political Writings of Harold 
D. Lasswell (Glencoe, Illinois: The Free Press, 1951), 
especially chap, ii, "Symbols," pp. 311-325; Robert Bendiner, 
"The 'Engineering of Consent': A Case Study," The Reporter, 
August 11, 1955, pp. 14-23; Stanley Kelley, Jr., Professional 
Public Relations and Political Power (Baltimore: Johns 
Hopkins Press, 1956); Lippmann, Public Opinion; and Vance 
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and, in so doing, has rendered consumer sovereignty obsol

ete. Now, Galbraith argues, the basic reality of the 

economic process is best described as . . The Revised 

Sequence"^ or . . the Dependence Effect."^ "The 

initiative in deciding what is to be produced comes not 

from the sovereign consumer. . . . Rather it comes from 

the great producing organization which reaches forward to 

control the markets that it is presumed to serve and, 

beyond, to bend the customer to its needs. What is 

"wanted" depends on what producers want to be wanted, 

and this, in turn, depends on what they produce. In a 

total transformation of the standard flow of traditional 

economic instruction, "wants . . . come to depend on 

output."^ 

Clearly, for Galbraith, "as a society becomes 

increasingly affluent, wants are increasingly created by 

the process by which they are satisfied," the process of 

Packard, The Hidden Persuaders (New York: David McKay 
Company, Inc., 1957)• 

^Galbraith, New Industrial State, pp. 212-et passim. 
Also see ibid., chap, xix, "The Revised Sequence," pp. 211-
213. 

^Galbraith, Affluent Society, pp. 15^-et passim. 
Also see ibid., chap, xi, "The Dependence Effect," pp. 152-
160. 

^Galbraith, New Industrial State, p. 6. 

Ĝalbraith, Affluent Society, p. 15$. 
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corporate economics. The classical relationship between 

supply and demand has not only been reversed, it has been 

destroyed. There no longer is a relationship. Now there 

is simply an organic oneness. Supply is demand. Moreover, 

. . it can no longer be assumed that welfare is greater 

at an all around higher level of production than at a lower 

one. It may be the same." Indeed, although Galbraith does 

not say' so, it may be lower. "The higher level of produc

tion has, merely, a higher level of want creation necessi

tating a higher level of want satisfaction." Advertising 

has revised the accepted sequence. "... The production 

of goods satisfies the wants that the consumption of these 

goods creates or that the producers of goods synthesize. 

Production induces more wants and the need for more produc

tion."^ 

In the affluent society, most demand is based on 

advertising. "It does not arise in spontaneous consumer 

need. Rather, the dependence effect means that it grows 

out of the process of production itself. If production is 

to increase, the wants must be effectively contrived. In 

the absence of the contrivance the increase would not occur. 

This is not true of all goods, but that it is true of a 

U9 substantial part is sufficient." 

48Ibid., pp. 158, 159. 

^Ibid., p. 160. 
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That most professional economists fail to recognize 

the importance of this does not surprise Galbraith. 

There is an insistent tendency among solemn social 
scientists to think of any institution which 
features rhymed and singing commercials, intense 
and lachrymose voices urging highly improbable 
enjoyments, caricatures of the human esophagus in 
normal or impaired operation, and which hints 
implausibly at opportunities for antiseptic seduc
tion, as inherently trivial. This is a great 
mistake. 50 

Yet it is a mistake that stubbornly persists, along with the 

conventional wisdom that consumer sovereignty prevails. As 

such, it is simply another instance of the ". . . recurrent 

51 preference in economic matters for formidable nonsense," 

a preference which boasts a long history of being highly 

esteemed. While economists are thus comforted, the depend

ence effect moves ahead, protected in no small part by the 

fact that it goes unrecognized. It is noteworthy, Galbraith 

suggests, that "among the many models of the good society no 

52 one has urged the squirrel wheel." At least, not yet. 

More than producing a fundamental change in the 

operation of the economy, there is an additional effect of 

the success of advertising in the United States—an effect 

which is, perhaps, even more significant because it involves 

the actual socilization of human beings. People are 

50 
Galbraith, New Industrial State, p. 208. 

"^Galbraith, Great Crash, p. 16. 

Ĝalbraith, Affluent Society, p. 159* 
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stimulated to "want" both by emulation and the direct 

persuasion of salesmen and, in each of these, advertising 

plays a key role. However, Galbraith suggests, Americans 

are also motivated to a high level of "wanting" for deeper 

reasons. "Because the society sets great store by the 

ability to produce a high living standard, it evaluates 

53 people by the products they possess." As has been argued 

by many, America is a materialistic society where status 

and power attach to the ownership of the core value of 

wealth; where, because of this "pecuniary emulation," 

"conspicuous leisure," "invidious comparison" in according 

to material possession, "conspicuous consumption," and 
5 L 

"conspicuous waste" prevail. 

Clearly, for Galbraith, this is of tremendous impor

tance. "The urge to consume is fathered by the value system 

55 which emphasizes the ability of society to produce." But 

the attitudinal and value system is sold to—indeed, condi

tioned into—the American population by advertising agencies 

53Ibid., p. 155. 

"^Thorstein Veblen, The Theory of the Leisure Class; 
An Economic Study of Institutions, with a Foreword by Stuart 
Chase (.New York: The Modern Library, 1934)» chap, ii, 
"Pecuniary Emulation," pp. 22-34-et passim, pp. 34-et passim, 
chap, iii, "Conspicuous Leisure," pp. 35-67-et passim, chap, 
iv, "Conspicuous Consumption," pp. o8-101-et passim, and pp. 
l6o-et passim. These terms have become an accepted part of 
the parlance, if not in society in general, at least within 
a certain segment of modern social science. 

Ĝalbraith, Affluent Society, p. 155-
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hired by those whose wealth, status, and power depend upon 

the production in which they are engaged. 

This is, moreover, an automatically expanding process 

—and its limits are endless. Since status derives from 

wealth only as it relates to the wealth of others, "the 

more that is produced the more that must be owned in order 

56 to maintain the appropriate prestige." No value could be 

more useful to a system which is absolutely dependent on 

continual economic expansion than the value of production.-^ 

Nothing could be more vital than "... the conditioning of 

attitudes necessary for the operation and prestige of the 

industrial system." Because it is central to this condi

tioning process, advertising has ". . .a large social 

function," a function which becomes more necessary with every 

increase in material abundance. Advertising does more than 

induce a desire for a certain product and, indeed, a desire 

for a particular brand of that product. Far more importantly, 

^Idem. 

57 J 'Much has been written on the inherent need for 
continual economic expansion under capitalism, cf., Karl 
Marx, Capital; A Critique of Political Economy; The Process 
of Capitalist Production, trans, from the 3d German ed. by 
Samuel Moore and Edward Aveling, ed. by Frederick Engels, 
revised and amplified according to the 4th German ed. by 
Ernest Untermann (New York: The Modern Library, 1906); 
Edward Bellamy, Looking Backward, 2000-1887» with an 
Introduction by Robert L. Shurter (New York: The Modern 
Library, 1951); and Sweezy, Theory of Capitalist Develop
ment , to mention a few. Also see discussion of Marx's 
theory of the declining rate of profits, supra, p. 57 n.11. 
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". . . it provides, in the aggregate, a relentless propa

ganda on behalf of goods in general." In so doing, 

"advertising and its related arts . . . help develop the 

kind of man the industrial system requires—one that reli

ably spends his income and works reliably because he is 

always in need of more." What Galbraith suggests here is 

profound. Corporate interests not only dominate the economy. 

They shape the human personality as well. "Clearly the 

attitudes and values which make production the central 

achievement of our society have some exceptionally twisted 

59 roots." 

"^Galbraith, New Industrial State, pp. 210, 209, 210. 

"^Galbraith, Affluent Society, p. 160. 



CHAPTER 7 

THE NEW ECONOMICS 

The argument for countervailing power suggests that 

a balance or harmony of economic interests exists or is in 

the process of coming into existence—that, in terms of 

groups, a rough equality of economic power prevails. But 

this is implicitly contradicted by Galbraith's view of want 

creation, wherein advertising paid for by the few oligopical 

corporations which dominate the economy plays a crucial 

role in conditioning attitudes and values into the American 

people. This contradiction occurs not only when one of 

Galbraith's books is placed against another; the importance 

of advertising is stressed in American Capitalism itself, 

the very work in which the concept of countervailing power 

is developed. It is not, however, until The New Industrial 

State that the implications of this for Galbraith's position 

become plain. Within this volume, certain themes continue. 

But, because the corporation now assumes its proper place 

as the true center of Galbraith's analysis and concern, it 

stands as a work apart, and should be treated as such. 

Size and Scope of Modern Corporate Enterprise 

During the twentieth century, the role of the corpor

ation in the economy of the United States has expanded 

165 
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enormously. "Seventy years ago the corporation was still 

confined to those industries ... where, it seemed, produc

tion had to be on a large scale," and which, in general, 

provided the foundation for a growing industrial order. 

Today, however, the corporation is heavily involved in 

myriad "... activities that were once the province of the 

individual proprietor or the insignificant firm.11''' Corpor

ate importance now extends far beyond the basic industries. 

Centralization of economic control has become the dominant 

characteristic throughout the American economy. Not only 

does the corporate form typify diverse sectors of the 

economy but, within single corporations, verticle integration 

and the conglomarate diversification of interests is increas

ingly the case. The evidence suggests that these trends will 

continue and, in all probability, at a greatly accelerated 

speed. 

For Galbraith, this system of economics, along with 

its social and political manifestations, is best described 

as "The New Industrial State. It is a system which is 

precisely dominated by the corporate form. Galbraith defines 

the industrial sector as that ". . . part of the economy 

which is characterized by the large corporations" to a 

degree as yet unmatched by the other parts of the economic 

1 Galbraith, New Industrial State, p. 1. 

2 Ibid., pp. 10-et passim. 
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order; it . .is the part of the economy which, automati

cally . . . , [people] identify with the modern industrial 
•a 

society."^ It is the industrial sector and, in particular, 

the combination of large firms within it, which constitutes 

"The Industrial System."^ The industrial system, in turn, 

5 is the dominant feature of "The New Industrial State." 

Those firms which comprise the industrial system 

are few. At present, "the five hundred largest corporations 

produce close to half of all the goods and services that 

are available annually in the United States." These 

together are the industrial system, but not all are equal 

recipients of Galbraith's attention. It is ". . . the two 

hundred largest corporations in the United States—those 

that form the heart of the industrial system . . . "^ that 

provide the real focus of his analysis and concern. 

The most outstanding characteristic of these compan

ies is sheer size. "Nothing so characterizes the industrial 

system as the scale of modern corporate enterprise." The 

statistics are impressive. 

In 1962 the five largest industrial corporations in 
the United States, with combined assets in excess 
of $36 billion, possessed over 12 per cent of all 

•^Ibid., pp. 10, 9. 

^Tbid., pp. 10-et passim. 

^Ibid. , p. 10. 
£ 
Ibid., pp. 1-2, $2-&3. 
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assets used in manufacturing. The fifty largest 
corporations had over a third of all manufacturing 
assets. The 500 largest had well over two thirds. 
... In the mid nineteen-fifties, 23 corporations 
provided approximately 10 per cent of all employ
ment in manufacturing, mining and retail and whole
sale trade. Twenty-three corporations provided 15 
per cent of all the employment in manufacturing. 

Most importantly for Galbraith's analysis, 

in i960 four corporations accounted for an estimated 
22 per cent of all industrial research and develop
ment expenditure. Three hundred and eighty-four 
corporations employing 5,000 or more workers accounted 
for $5 per cent of these expenditures; 260,000 firms 
employing fewer than 1,000 accounted for only 7 
per cent.7 

Even the magnitude of lesser firms is impressive. 

For instance, in 1962, "corporations with assets in excess 

of $10,000,000, some 2,000 in all, accounted for about SO 

per cent of all the resources used in manufacturing in the 

United States." Of course, Galbraith realizes, "data on 

the concentration of industrial activity in the hands of 

large firms, and especially any that seem to show an increase 

in concentration, sustain a controversy in the United States 

that, at times, reaches mildly pathological proportions. 

. . . These figures are thus defended or attacked according 

to predilection." The statistics cited by Galbraith are 

taken from the findings of the Senate Subcommittee on 

Antitrust and Monopoly, chaired by Phillip Hart (Democrat, 

7Ibid., pp. 74, 74-75, 75. 

6Ibld.t pp. 75, 75 n. 2. 
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Michigan).^ People may be uncomfortable about them, "how

ever, the general orders of magnitude given here are not 

subject to serious question.That the general direction 

of American economic production is toward concentration is 

too plain to be denied. 

Furthermore, Galbraith points out, this has led to 

a corrolary movement toward rapid concentration in control 

of capital. "In 1950 households in the lower two-thirds of 

the income range, as measured by after-tax incomes, did no 

saving, at all. On the contrary, they consumed substantially 

in excess of their income. More than half of all personal 

savings were supplied by those in the upper five per cent 

income bracket." There is good reason to suppose that most 

people in this five per cent were in some way involved with 

large industrial firms: either as a part of their opera

tions, or indirectly, as, for instance, as members of 

advertising agencies, or as stockholders passively clipping 

coupons. "There is no reason to suppose that saving has 

become appreciably more democratic since that time.""''"'' If 

anything, concentration of saving, along with concentration 

g 
'Hearings before the Subcommittee on Antitrust and 

Monopoly of the Committee of the Judiciary, United States 
Senate, Eighty-Eighth Congress, Second Session, Pursuant to 
S. Res. 262. Pt. I. Economic Concentration. Overall and 
Conglomerate Aspects (1964)> p. 113, cited in Galbraith, New 
Industrial State, p. 75 n. 2. They are also derived from 
Kaysen, "Corporation: How Much Power? What Scope?," pp. 86-

in uGalbraith, New Industrial State, p. 74 n. 2. 

•'"''•Ibid., p. 37-
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of production, has probably increased since 1950. In the 

United States, saving is the function of very few. Although 

Galbraith does not mention it, it always has been. But 

the amount now saved by the few has increased tremendously. 

However, the disproportionate ability among individ

uals to save is not the point here. What is important is 

the relationship between individual saving and corporate 

saving. Here, again, the figures are significant. In 

1965, for instance, the total of individual savings in the 

United States amounted to 25 billion dollars; in the same 
12 

year corporate savings were 83 billion dollars. "The 

individual serves the industrial system not by supplying it 

with savings and the resulting capital; he serves it by 

consuming its products." Every industrial system delegates 

to some agency the function of deciding how much income shall 

be withheld for investment. This agency does not, in fact, 

represent individuals. "In the United States and the 

western-type economies this withholding is performed by 

the corporation." Since this is where the money is, it is 

not surprising. "The decisions which provide three-quarters 

of the community's supply of savings are made not by individ

uals but by authority, in the main the managements of a few 

"̂ Galbraith, New Industrial State, p. 221. 
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hundred corporations. . . . From these savings comes the 

13 major wherewithal for the growth of the economy." 

There is an additional factor which is of importance. 

In the traditional conceptions of corporate capitalism or, 

as the. Leninists would put it, imperialism, a distinction 

is made between producing corporations and financial 

corporations—between industrial capitalists and finance 

capitalists. This distinction exists whether the analyst 

is friend or foe of the system. Usually, Lenin is a good 

example here—even though he is not fully consistent on 

this point —the argument is that bankers, in the final 

analysis, control producers. This, Galbraith argues, was 

once true, but it is no more. If a producing company must 

turn to a bank for capital, those who control the decision 

as to whether or not the loan will be made automatically 

assume some measure of power over the enterprise. Unlike 

raw materials and even labor, "money carries with it the 

special right to know, and even to suggest, how it is used." 

13Ibid., pp. 37-3S, 3d, 40-41. 

"^^V. I. Lenin, Imperialism; The Highest Stage of 
Capitalism; A Popular Outline, New, Revised Translation, 
Little Lenin Library, Vol. XV (New York: International 
Publishers, 1939). Compare chap, ii, "The Banks and Their 
New Role," pp. 31-46, chap, iii, "Finance Capital and Fin
ancial Oligarchy," pp. 47-61, chap, iv, "The Export of 
Capital," pp. 62-67, with chap, i, "Concentration of Produc
tion and Monopolies," pp. 16-30, chap, v, "The Division of 
the World Among Capitalist Combines," pp. 63-75, and chap, 
vii, "Imperialism as a Special Stage of Capitalism," pp. 
88-98. In this last cited chapter, Lenin does attempt to 
resolve this apparent inconsistency. 
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One thing is certain. "All of these dangers and difficul

ties are avoided if the firm has a secure source of capital 

15 from its own earnings." 

This is extremely well understood by those who run 

industrial enterprise in the United States. "... One of 

the strategies for eliminating market uncertainty is to 

eliminate the market." This is basic. It is true for 

markets in goods, services, raw materials, and labor. It 

is also true for markets in capital. The strategy has been 

adopted by the producing corporation which, instead of 

borrowing capital, now generates its own. "Having contracted 

out of the money market it will not be affected by the money 

market. 

In the contemporary American economic system, 

Galbraith contends, the large oligopolies are not only 

producing organizations, they are financial institutions as 

well. No longer do they go to banks for investment capital. 

Their position is such that they are able to finance their 

own ventures. It is, of course, based on a capacity for 

enormous saving which, in turn, is predicated on a tremendous 

accumulation of wealth. For Galbraith, it is clear that 

"^Galbraith, New Industrial State, p. 39« 

l6Ibid., pp. 39, 42. 
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such wealth merely reflects the profits which have devolved 

from the economic efficiency of industrial oligopolies. 

The "Inexplicable" Problem of Oligopical 
Efficiency 

Economists, by and large, do not seem to grasp much 

of this. As usual, Galbraith argues, "the problem of 

economics ... is not one of original error but of obsoles

cence." Among professional economists, "it is accepted 

that oligopoly—and therewith the corporations that comprise 

the industrial system—are economically inefficient" and, 

". . . shouldn't exist." It is quite evident, however, that 

they do exist. Even economists—at least, some economists— 

recognize that it is precisely oligopoly which is . . the 

17 prevailing form of industrial market organization." ' 

This, in Galbraith's view, is really a troublesome 

admission. Oligopolies are assumed to be inefficient. Yet 

the American economy, which is precisely dominated by 

oligopolies, is highly efficient. The great productivity 

of the American system is hard to ignore. Only slightly 

less noticeable is the enormous corporate saving that is a 

consequence of this production. Both result from a high 

level of oligopical efficiency. "It is conceded, finally, 

that what is inefficient in each part is efficient in the 

aggregate.1 This will not seem very satisfactory, on purely 

17Ibid., pp. 215, 182, 181. 
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logical grounds, but difficulty must be expected in recon-

lS ciling an erroneous premise with reality." 

The erroneous premise is that which confuses the 

modern oligopical corporation with the classical conception 

of a monopoly—the simple assumption that an . . oligop-

19 oly is an imperfect form of monopoly." As previously 

indicated, the classical view was that markets are character

ized either by price competition or monopoly and that, by 

definition, monopolies are economically inefficient. This 

is part of the conventional wisdom to which economists are 

conditioned and beyond which few of them think. What escapes 

their perceptions, Galbraith argues, are the actualities of 

the modern economics. 

"The Imperatives of Technology" 

The central significance of The New Industrial State 

lies in Galbraith's inquiry into the reasons for corporate 

size and expansion into the economy, and his attempt to 

come to grips with the actualities of corporate operations. 

Other work has been done, some of which Galbraith draws 

upon. It should be noted, however, that such work is rela

tively rare. Of what exists, a fair amount is based upon 

legal and economic stereotypes. Galbraith's interest, 

however, is in the actual behavior of human beings within 

lgIbid., p. 132. 

19Ibid., p. Id5. 
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corporate business organizations—in the pressures that 

influence that behavior and the realities of power within 

which it takes place. On such matters, extremely little 

has been done. When his position is broken down into its 

component parts, much of what Galbraith argues is not 

original. Perhaps none of it is, although this is unlikely. 

However, as is often the case, the way in which he puts 

these various elements together—his synthesis of the rela

tionships between them—is a contribution of importance. 

The force of overriding importance behind corporate 

size, and the spread of corporate influence in the American 

economy, is the force of technology itself. "The innovations 

and alterations in economic life in the last seventy years, 

and more especially since the beginning of World War II, 

have, by any calculation been great." Among these, Galbraith 

asserts, "the most visible has been the application of 

increasingly intricate and sophisticated technology to the 

20 production of things." Not only is this the most visible 

indication of transition but, in its implications for the 

economic order, it is the most profound. It introduces 

21 what Galbraith refers to as "the imperatives of technology." 

These imperatives dominate all modern industrial 

economies; structure and operation are merely symptomatic— 

20t, . , , Ibxd., p. 1. 

21 See ibid., chap, ii, "The Imperatives of Technol
ogy," pp. 11-21. 
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the felt consequences of them. There are, Galbraith argues, 

six such technological imperatives. First of all, "the more 

thoroughgoing the application of technology . . . the farther 

back will the application of knowledge be carried. The 

longer, accordingly, will be the time between the initiation 

and completion of the task." This is the first imperative 

of technology. The second is that the first is expensive. 

"The increased time, and therewith the increased investment 

in goods in process cost money. So does the knowledge which 

is applied to the various elements of the task." Further

more, "the application of knowledge . . . will . . . typically 

involve the development of a machine for performing the 

function" devised by the application of the knowledge. 

Building the machine adds to the imperative of time, as 

well as to that of cost. Clearly, "... the more sophisti

cated the production process . . . ," the more "there is an 

increase in the capital that is committed to production aside 
22 from that occasioned by increased output." And this 

capital is tied up for longer periods of time than it would 

be under conditions of a less advanced technology. 

Thirdly, technology requires that a commitment to a 

project, once made, must be maintained. The greater the 

technology, the more the "... task must be precisely 

defined . . . divided and subdivided into its component 

22Ibid., pp. 13, 14, 13, 14. 
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parts. Knowledge and equipment are then brought to bear on 

these fractions and they are useful only for the task as it 

was initially defined. If that task is changed, new know

ledge and new equipment will have to be brought to bear." 

The more advanced the technological techniques, the more 

discrete becomes each separate operation within them. 

Specialization becomes increasingly refined. What is useful 

for one operation is useless for another, regardless of 

similarities. Consequently, "with increasing technology 

the commitment of time and money tends to be made ever more 

23 inflexibly to a particular task." When a change must 

be made, it comes as a traumatic shock to the entire enter

prise. 

The fourth imperative is that "technology requires 

specialized manpower." Knowledge is the key here. This 

knowledge does "... not necessarily reflect, on some 

absolute scale, a higher order of talent than was required 

in a less technically advanced era." Quite the contrary, 

it was in earlier times that industrial development was 

epitomized by men of outstanding talent and genius. The 

kind of knowledge required by modern technology need not be 

broad. It tends to be mundane. But it must be deep in 

regard to the speciality involved. Fifthly, as a corrolary 

to this, the" need is for knowledge of a certain kind, 

23Ibid., p. 14. 
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"organized knowledge. ..." Indeed, "the inevitable 

counterpart of specialization is organization. This is 

what brings the work of specialists to a coherent result." 

Organization is required to coordinate the labors and 

results of people with a great variety of specialized abil

ities. Among the necessary imperatives of advanced technology, 

". . . this coordination will be a major task. So complex, 

indeed, will be the job of organizing specialists that there 
2/ 

will be specialists on organization." ^ The imperative of 

organization is of great significance to Galbraith's view 

of the industrial system, as well as contemporary social and 

political economy. 

The sixth and last imperative is a consequence of 

those which precede. "Tasks must be performed so that they 

are right not for the present but for that time in the future 

when, companion and related work having also been done, the 

whole job is completed." This encompasses more than the 

technical elements of production. It involves conditions 

in the economic order as a whole, most importantly, those 

affecting the future market for what is being produced. 

". . . Conditions at the time of completion of the whole 

task must be foreseen as must developments along the way. 

And steps must be taken to prevent, offset or otherwise 

neutralize the effect of adverse developments, and to ensure 

Îbid., pp. 15, 16. 
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that what is ultimately foreseen eventuates in fact." In 

short, "from the time and capital that must be committed, 

the inflexibility of this commitment, the needs of large 

organization and the problems of market performance under 

conditions of advanced technology, comes the necessity for 
2 5 planning." This is a vital corporate function, one which 

is rarely perceived and little understood. 

Planning 

As has been seen, one of the central ingredients of 

industrial planning is want creation, or advertising. This 

requires certain kinds of specialized skills and knowledge. 

The same is true of many other areas of planning, many of 

which are not technological in character. It is important 

to understand that "... technology does not make the only 

claim on manpower . . ." of a highly specialized kind. So 

do such things as market research, market creation, and 

organizational development, to name a few. Separate of 

technology, industrial "... planning . . . requires a 

comparatively high level of specialized talent." 

In the same way that industrial planning is ignored, 

the knowledge and training demanded by such planning is 

also largely overlooked. So, too, is the fact that the 

multi-varied work of planners must be coordinated, as well 

^Ibid., p. 16. 

26Ibid., p. 15. 
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as the significant reality that this crucially increases 

the pressure for the growth of large-scale organization. 

The "Technostructure" 

All of this brings Galbraith to an important "... 

conclusion which is that the enemy of the market is not 

ideology but the engineer." It is the imperatives of 

technology which have driven the American economics beyond 

free enterprise and transformed them into an oligopical 

system. They also bring into existence a specific organiza

tion within the structure of the oligopical corporation, the 

formulation of which is Galbraith's most important conceptual 

contribution to an understanding of the economic, social, 

and political realities of modern America. It is useful, 

he suggests, . . to call this organization the Techno-

27 structure." 

For Galbraith, machines are not the most important 

manifestation of advanced technology. Of course, "the word 

technology brings to mind machines; this is not surprising 

for machinery is one of its most visible manifestations." 

But the less visible is more important. "More even than 

machinery, massive and complex business organizations are 

2S the tangible manifestations of advanced technology." At 

27 Ibid., pp. 31> 71-et passim. 

2gIbid., pp. 14, 16. 
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the center of these organizations is the technostructure. 

Its existence flows from the tremendous demand for special

ized knowledge that is an inherent part of a highly-

technological economy. 

Even though "the individual has far more standing 

in . . . [the] culture than the group," and despite corporate 

propaganda stressing the importance of the individual in 

the economy, the basic reality of corporate function is 

found in groups. "... Modern economic society can only 

be understood as an effort, wholly successful, to synthesize 

29 by organization a group personality. ..." Within the 

moern corporation groups form according to expertise—those 

who share roughly the same specialized knowledge and train

ing tend to affiliate with each other. Since technology 

requires myriad specialities, many identifiable groups tend 

to form. The primary affiliation of the corporation man 

is not to the corporation itself, but to the particular 

group within the corporate structure best representing his 

own category of specialized knowledge. 

A group, Galbraith argues, is ". . . far superior 

for its purposes to a natural person. ..." Besides having 

many reservoirs of knowledge to draw upon, it has "... 

the added advantage of immortality." It is the complexity 

of modern technology and its corrolary planning which not 

Îbid., pp. 60, 60-6l. 
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only render groups the operationally vital units of corpora

tions, but also demand that the individual personality be 

submerged within them. 

The need for ... a group personality begins with 
the circumstance that in modern industry a large 
number of decisions, and all that are important, 
draw on information possessed by more than one man. 
Typically they draw on the specialized and technical 
knowledge, the accumulated information and experience 
and the artistic or intuitive sense of many persons. 

A decision depends upon the total expertise of the relevant 

group, or groups, to which individuals within the group 

contribute. "Nor, human beings what they are, can it take 

all of the information that is offered at face value. 

There must, additionally, be a mechanism for testing each 

person's contribution for its relevance and reliability 

30 as it is brought to bear on the decision." 

Moreover, a decision in a modern corporation "... 

is guided by further information which is assembled, analyzed 

and interpreted by professionals using highly technical 

equipment. The final decision will be informed only as it 

draws systematically on all whose information is relevant." 

Additionally, Galbraith implies, the information of one 

group will be checked by other groups. The point is that 

corporate decisions are precisely corporate—they are 

arrived at through the coordinated activity of a plurality 

of groups, keeping in mind that the organizational experts 

•^Ibid., p. 6l. 
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who do the coordinating comprise one or more groups 

themselves. "One can do worse than think of a business 

31 organization as a hierarchy of committees." This plur

ality of informational groups, and their operational 

relationships to each other, constitutes the technostruc

ture. 

There is a certain imprecision in Galbraith's 

treatment of the technostructure which should be noted. 

Galbraith views the technosturcture as a combination of 

specialized groups, and their relationships, existing within 

a corporation. This is the thrust and implication of much 

of The New Industrial State. His great stress on the 

importance of specialized knowledge strongly suggests a 

group breakdown along the lines of this knowledge, and much 

of what Galbraith writes seems to assume this. For instance, 

he generally associates "the technostructure . . . with 

groups." The concept is plural. There are times, however, 

when Galbraith implies that the technostructure is, in its 

entirety, one extended group, as when he refers to the 

11. • . technicians, engineers, sales executives, scientists, 

designers and other specialists who comprise the techno-

32 structure."-^ Between the two, the singular concept is more 

•̂ Ibid., pp. 6l, 64. 

32Ibid., pp. 155, 152-153. 
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typical in this work. Of course, there is no logical reason 

why the technostructure cannot be both a plurality of groups 

with their interrelationships and, at the same time, a group 

in itself. Indeed, it is likely that this is what Galbraith 

has in mind, but he does not make it overly clear. 

But, regardless of whether the technostructure is 

conceived of as a single group, a plurality of groups, or 

both, there is still confusion in Galbraith's treatment as 

to who is a member and who is not. At one point in The 

New Industrial State, "... production workers . . . foremen 

. . . supervisory personnel . . . clerical, sales, and other 

routine white collar personnel, [and] . . . executives or 

management" are excluded from membership in the technostruc

ture. Yet, previous to this, while defining the techno

structure, Galbraith argues that "this . . . group is very 

large; it extends from the most senior officials of the 

corporation to where it meets, at the outer perimeter, the 

white and blue collar workers whose function is to conform 

33 more or less mechanically to instruction or routine. 

What follows this statement, however, seems to 

clarify Galbraith's conception of who is in the technostruc

ture. "It embraces all who bring specialized knowledge, 

talent or experience to group decision-making."3*1" His 

33Ibid., pp. 151-153, 71. 

3ZfIbid., p. 71. 
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position appears to be that those engaged in routine 

blue-collar or white-collar work, and those holding execu

tive posts, do not, in general, belong to the technostructure. 

If they did, much of his subsequent argument would make no 

sense. The technostructure then includes only those persons 

with the highly specialized training and knowledge vitally 

necessary to modern technology and industrial planning. It 

is possible, however, that certain individuals who officially 

hold routine or executive positions, also have particular 

training and knowledge that qualifies them as members of 

the technostructure. The implication is that though this 

is not typical it nonetheless exists and must be taken into 

account. There are also the few others who are not nominally 

part of the technostructure, but who, in terms of their 

actual function within the corporation, really are. An 

accurate understanding of the technostructure must include 

all of these people in a definition of it. 

This could be laboring a minor point. However, the 

concept of the technostructure is so central to Galbraith's 

major argument that attempt to make his conception of it as 

clear as possible is in order. Its actual membership can 

be identified. But, whether, in its overall configurations, 

the technostructure is one group, or the combination of 

many discrete groups, or both, must remain moot. In any 

event, the important—and consistent—consideration is that 
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Galbraith's analysis of the modern corporation concentrates 

on . . those who, as participants, contribute information 

35 to group decisions." 

As technology becomes more sophisticated the role 

of the technostructure becomes increasingly significant. 

This is the case not "... only in such evident instances 

as nuclear technology or space mechanics." It is true in 

all realms of productive endeavor. In the modern economy, 

even "simple products are made and packaged by sophisticated 

processes." Moreover, the merchandising of these products 

presents greater difficluties than the sale of the impres

sively complex productions of modern technology, for which 

the market is limited, and more easily managed. Indeed, 

"the simplicity and uniformity of . . . products require 

the investment of compensatingly elaborate science and art 

to suppress market influences and make prices and amounts 

sold subject to the largest possible measure of control." 

Clearly, the influence of the technostructure is ubiquitous. 

35Idem. 

36Ibid., pp. 67, 67-63. 
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Power Within the Oligopical Corporation 

Since the publication of the work of Berle and 

37 Means, it has generally been contended that the ownership 

and control of large corporations in the United States has 

been effectively separated. Stockholders—even large stock

holders—have no real power of corporate decision. It is 

not owners, but managers—or, for some, the managerial class 

—who actually wield this power. An economic and legal 

literature of impressive volume has developed, describing 

and explaining the shift of power from owners to managers. 

The most popular phrase expressing this phenomenon in the 

business world and elsewhere, coined by James Burnham, is 

33 "the managerial revolution." At this point, "the 

37 Berle and Means, Modern Corporation and Private 
Property. See the reference to this work, supra, pp. 15-16. 
This was first published in 1932. Many of its basic ideas 
were developed as early as 1904, in Thorstein Veblen, The 
Theory of Business Enterprise, with the addition of a Review 
by James Hayden Tufts, Reprints in Economic Classics (New 
York: M. Kelley, 1965). It was, however, only with the 
work of Berle and Means that they became popularized. 

For an opposing viewpoint based on Marxist class 
theory, see Paul M. Sweezy, "Illusion of the Managerial 
Revolution," Science and Society, VI, No. 1 (1942), 1-23. 

33 Burnham, Managerial Revolution. It should be 
noted that Burnham's treatment is more general than that of 
Berle and Means. The focus of Berle and Means is on separa
tion of ownership from control and the subsequent assumption 
of power by managers, specifically within large industrial 
and financial enterprise. Burnham is concerned with devel
oping a more general theory of a managerial society. Within 
this, the managerial take-over of power within business 
corporations is only one example of a more general social 
condition. See the previous discussion of Burnham's work, 
supra, pp. 15-16. 
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managerial revolution as distinct from that of the techno-

structure is accepted." Most centrally, "it replaces the 

entrepreneur, as the directing force of the enterprise, 
39 with management." This notion is now part of the conven

tional wisdom. 

However, in regard to the modern corporation, it is 

misleading. "Everyone is influenced by the stereotyped 

organization chart of the business enterprise. . . . Power 

is assumed to pass down from the pinnacle. Those at the 

top give the orders; those below relay them on or respond." 

Such an analysis is attractive in its simplicity. Moreover, 

there are times when actual power does correspond to the 

formal organizational plan. "This happens , but only in 

very simple organizations—the peacetime drill of the National 

Guard or a troop of Boy Scouts moving out on Saturday man

euvers." But within oligopical corporations things are not 

so plain. The complex demands of advanced technology and 

planning have brought about a great attrition in managerial 

power—attrition which has fundamentally transformed the 

nature and configurations of power within the structure of 

giant corporations. Power is no longer in the hands of the 

managers. "It is not to individuals but to organizations 

that power in the business enterprise . . . has passed."^ 

39 
Galbraith, New Industrial State, pp. 115, 71. 

^Ibid., pp. 66, 60. 
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These organizations are, precisely, those groups 

which together comprise the technostructure. Given the 

complexities of a technological economy, corporate "... 

decision will require information. Some power will then 

pass on to the person or persons who have this information. 

If this knowledge is highly particular to themselves then 

their power becomes very great." The greater the demands 

for highly specialized experts, the less will organizational 

diagrams be relevant. Certainly, in the modern American 

corporation "effective participation is not closely related 

to rank in the formal hierarchy of the organization."^" In 

fact, it actually has no relationship to it at all. 

This applies to all realms of corporate activity, 

including hiring, over which, Galbraith suggests, managers 

still exercise some real control. But, since any hiring 

of importance involves the employment of those with special

ized knowledge, and the credentials of experts are, presumably, 

best evaluated by other experts, logic would suggest that 

managers have as little power here as elsewhere. In all 

realms of corporate activity, "effective power of decision 

is lodged deeply in the technical, planning, and other 

specialized staff." Groups decide. Managers ratify. And, 

lacking the specialized knowledge required for highly tech

nical decision, managers can do nothing else but put the 

^"Ibid., pp. 66, 65. 
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seal of official approval on decisions made within the 

technostructure. "Decision and ratification are often 

confused. The first is important; the second is not."^ 

In Galbraith's view, "power passes to the techno

structure when technology and planning require specialized 

knowledge and group decision." These are precisely the 

demands of the American economy. Within it, in fact, "power 

. . . has passed to the technostructure." The form of its 

exercise does not correspond to . . the conventional 

image of the corporate structure. This image is of a geo

metric hierarchy. Authority passes down from the top," 

in a sharply delineated chain of command. However, this 

authority, or legitimatized power, is generally not where 

it is supposed to be, and "... decisions, since complexity 

is usually associated with importance, are effectively the 

work of groups." The official function of these groups is 

to advise those who supposedly possess the authority to 

make decisions. "When taken the resulting advice moves up 

through the organization" in a plural flow that is not at 

all clearly delineated. Needless to say, at least in the 

final analysis, the advice is always taken because no other 

course is really possible. "It follows that the conventional 

image of organization—the customary organization chart— 

42Ibid., pp. 69, 70. 
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is aggressively misleading." Such are the effects of the 

central facts of power within modern corporate enterprise. 

This is not to say that managers perform no real 

function. "The nominal head of a large corporation, though 

with slight power, and, perhaps, in the first stages of 

retirement, is visible, tangible, and comprehensible. It 

is tempting and perhaps valuable for the corporate person

ality to attribute to him power of decision that, in fact, 

belongs, to a dull and not easily comprehended collectivity." 

In matters of substance, "it is not the managers who 

decide.But they do represent significant commodities 

of corporate public relations. 

In a system of advanced technology the actualities 

of economic power are difficult to come to grips with. They 

reside within the murky complexity of informational groups 

and the relationships between them which comprises the 

technostructure. "This, not the management, is the guiding 

/, 5 intelligence—the brain—of the enterprise." That this 

essential reality of a technological age has not been 

formalized by organizational theory only serves to increase 

its effect. The less the power of the technostructure is 

43Ibid., pp. 168, 95, 149. 

^Ibid., pp. 70, 69. 

^Ibid., p. 71. 
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understood, the less it is controlled, if it can be con

trolled at all. 

Factors of Production and Economic Power 

That power should flow to the technostructure is to 

Galbraith, not surprising. The classic formulation of the 

factors of production divides them into land, labor, and 

capital. One of the basic lessons of economic history is 

that "power goes to the factor which is hardest to obtain 

or replace." There is a direct relationship between the 

productive element in greatest demand and economic power. 

"In precise language it adheres to the one that has the 

greatest inelasticity of supply at the margin. 

When the economy was agrarian, and productive land 

was held by a few, land was the factor of production in 

shortest supply. "... The economic power . . . which, 

from one generation to the next, land conferred on its 

owner" is, or should be, apparent even to the casual student 

of sixteenth-and seventeenth-century America. Later, as 

the industrial revolution took hold, capital came to be the 

most vital factor of production. It was also the most diffi

cult to procure and, hence, in the greatest demand. "In 

the age of capital, land was readily available in the minor 

amounts required for industrial enterprise and increasingly 

so for agriculture" as landed aristocrats rushed to turn 

46Ibid., p. 56. 
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their land into the now more valuable commodity of capital 

or, because of the decreasing value of the land they held, 

felt forced to sell off parts of it. "Labor continued to 

be plentiful. . . . Capital now accorded power in the 
i n  

enterprise. . . . It would continue to do so for as long 

as its supply was short. 

In the contemporary era the necessary land and 

capital are abundant. What is scarce ". . .is the associa

tion of men of diverse technical knowledge, experience or 

other talent which modern industrial technology and planning 

require." It follows that "power has, in fact, passed to 

what anyone in search of novelty might be justified in 

L.S calling a new factor of production."^" Galbraith does not 

refer to this as labor, although it is labor, albeit of a 

highly specialized kind. 

The most significant consequence of modern tech

nology, in Galbraith's view, is the demand for specialized 

knowledge, not only of a strictly technological nature, but 

also the knowledge involved in market analysis, want crea

tion, product design, organizational expertise, and all the 

other elements of the planning which are inherent to the 

industrial system. Configurations of power in a modern 

economy are symptoms of the new significance of certain 

47Idem. 

48Ibid., pp. 59, 53-59. 
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kinds of knowledge. "Power in economic life has over time 

passed from its ancient association with land to association 

with capital and then on, in recent times, to the composite 

of knowledge and skills which comprises the technostruc-

ture.11 ̂  

Historical Direction of Economic Power 

In modern technological society, economic power lies 

with oligopical corporations and, more specifically, with 

the technostructures which, in actuality, run these corpora

tions. For many, this is a disturbing idea, one which they 

would rather deny. It is a concept that is likely to cause 

a certain amount of uneasiness, and it will probably not 

become quickly popular. 

But this should be expected. One "... may lay it 

down as a rule that the older the exercise of power the more 

benign it will appear and the more recent its assumption 

the more unnatural and even dangerous it will seem." There 

was a time, Galbraith suggests, not too long past, when 

"George Washington, Thomas Jefferson and James Madison seemed 

far more appropriate to positions of public power than Golis 

P. Huntington, J. P. Morgan or Andrew Mellon." It simply 

was in the natural order of things that power based on land 

was more qualified to rule than power based on capital. 

Certainly, members of the aristocracy were preferable, and 

Îbid., p. 140. 
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far less dangerous, than representatives of the nouveaux 

riches. "They were credited with a capacity for action apart 

from their own interests as the capitalists were not. And 

action in their own interest—the defense, for example, of 

slavery—seemed more gentlemanly, reasonable and legitimate 

50 than action by capitalists in their own behalf."^ 

Much has changed. The grandsons and great-grandsons 

of the "robber barons" have gained a fair measure of 

respectability in American society, even though, the old 

". . . contrasting impression still survives in public atti

tudes and the elementary history books." But at the very 

moment that the capitalists are becoming respectable, the 

reality of their economic power is diminishing. 

Given a competent business organization, capital 
is now ordinarily available. But the mere 
possession of capital is no guarantee that the 
requisite talent can be obtained and organized. 
One can expect, from past experience, to find a 
new shift of power in the industrial enterprise, 
this one from capital to organized intelligence.51 

In regard to the managerial period in American industry, 

Galbraith's implication can only be that it was of too short 

duration for the managers become a factor of production of 

crucial necessity and in short supply. The transferal of 

economic power in America has been directly from landowners 

to capitalists to the technostructure. 

50Ibid., pp. 56, 55. 

51Ibid., pp. 55-56, 57. 
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WITHIN THE "MATURE CORPORATION" 

When dealing with corporations, Galbraith points 

out, it is necessary to realize "... that there is no such 

thing as a corporation. Rather there are several kinds 

of corporations all deriving from a common but very loose 

framework."''" Galbraith does not expound upon this common-

2 ality, but it must involve such things as mass production, 

concentration of capital, and an organizational structure 

of substantial size. Among the possible categories into 

which corporations can be divided, it is ". . . necessary 

to distinguish between corporations in which age, size, and 

simplicity of operation still accord power to an individual 

who has control of capital and those where the technostruc-

3 ture has taken over." It is useful, Galbraith argues, 

"'"Galbraith, New Industrial State, p. 73. 

2 On the social effects of mass production, see Peter 
F. Drucker, The New Society: The Anatomy of Industrial 
Order, Harper Torchbooks; The Academy Library (New York: 
Harper and Row, Publishers, 1962), especially "Introduction: 
The Industrial World Revolution," pp. 1-17> and chap, i, 
"The New Social Order," pp. 19-26. 

3 Galbraith, New Industrial State, p. 92. 
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to think of . . the first as the Entrepreneurial Corpora

tion and the second as the Mature Corporation."^" 

The Decline of the Entrepreneur 

Between the two, for those who supposedly know little 

about economics, as well as for those who admit they know 

much, the entrepreneurial corporation is by far the more 

popular conception. The notion of ". . . the relatively 

small factory, [where] its owner or his immediate agent 

directed the labor force, identified himself with the 

product, assumed the risks of the business, and took the 

5 profits," is a core value in the American economic tradi

tion. Americans have long been in love with the social 

£ fiction . . of the classical entrepreneur . . . ," both 

as ". . . the merchant who was in command of his own capital 

. . ." and later, as the proprietor of the small corpora

tion. Oligopical domination is sensed by some, and "the 

modern large corporation is not without defenders and 

friends." There are those who "... make its case without 

thought of compensation," but even here "discretion, not 

love, is the ruling passion." For most Americans, the old, 

^Ibid., pp. 92-et passim. 

^Galbraith, "Nature of Social Nostalgia," p. 129. 

^Galbraith, New Industrial State, p. 93. 

^Galbraith, "Nature of Social Nostalgia," pp. 129, 
130. 
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and perhaps unrequited love affair continues with, possibly, 

a slight loss of ardor. 

Economists, however, have lost no intensity of 

affection. "In teaching and theoretical model-building, 

the modern large corporation is ignored. An entrepreneur 

is assumed," even when corporations are admitted. The 

entrepreneurial corporation nicely fits the central values 

of the conventional wisdom. Since it has few stockholders, 

". . . the voting power of the stock remains important. 

. . . Decisions concerning production being . . . simple, 

the whole process is well within the intellectual competence 
g 

of a dominant stockholder," as well as others who contribute 

capital. 

" . . .  T h e  s a m e  r e m a i n s  t r u e  i f  t h e  b u s i n e s s  i s  

conducted by a hired manager"—he is always subject to the 

close scrutiny of the owners. Much to the delight of 

professional economists and some lawyers, the entrepreneur

ial corporation "... conforms ... to the design that 

is adumbrated in corporation law and celebrated in the 

well-regarded textbooks." Clearly, "... corporate folk 

rites seek to have the stockholders think possessively of 

their company. Few are fooled." Yet, if the existence of 

corporations must be recognized, it is of particular import

ance to economists that they be of the entrepreneurial 

g 
Galbraith, New Industrial State, pp. 121, #7, &6. 
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variety. After all, "the entrepreneur—individualistic, 

restless, with vision, guile and courage—has been the 

9 economists' only hero." 

But the problem, once again, is that economists are 

out of date. Entrepreneurial corporations do exist within 

the American system. It is mature corporations, however, 

which dominate that system and which control its basic 

thrust and direction. "In the mature corporation . . . the 

stockholders are without power; the Board of Directors is 

normally the passive instrument of the management ..." 

and, as has been seen, the managers simply ratify decisions 

arrived at by the technostructure. Actually wielding power 

is no longer within the province of the rugged, individual

istic, capitalist—the man of genuine, if idiosyncratic, 

genius. His counterpart, if he exists at all, is a member 

of a group. Economic power now resides in groups and, "not 

indifference but sensitivity to others, not individualism 

but accommodation to organization, not competition but 

intimate and continuing cooperation, are the prime require

ments for group action." Simply, "... the entrepreneur 

no longer exists as an individual person in the mature 

industrial enterprise."^ 

9Ibid., pp. £6-37, 37, 150-151, 60. 

10Ibid., pp. 149, 92, 71. 
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The passing of entrepreneurial dominance, Galbraith 

argues, is precisely a result of the success of large 

entrepreneurs. "The great entrepreneur must, in fact, be 

compared in life with the male Apis mellifera. He accom

plishes his act of conception at the price of his own 

extinction." What he conceived was economic combination. 

Since "the older entrepreneurs combined firms that were not 

yet technologically complex," they could, for awhile, 

control the corporate structures they had created. In fact 

management of markets by men like Rockefeller, Carnegie, and 

11 Ford was "... the forerunner of modern planning." 

Clearly, it could not last. "... The act of 

combination added new plants and products and therewith the 

need for specialization by function and knowledge." This, 

in turn, led to ". . . more complex tasks of planning and 

control." Following this, "technology, with its own dynamic 

. . . , added its demands for capital and for specialized 

talent with need for yet more comprehensive planning." The 

consequence was that 

. . . what the entrepreneur created passed inexor
ably beyond the scope of his authority. He could 
build. And he could exert influence for a time. 
But his creation, were it to serve the purposes for 
which it was brought into being, required his 
replacement. What the entrepreneur created, only 
a group of men sharing specialized information 
could ultimately operate.12 

i:LIbid., pp. 33-39, 39. 
1 9 
Ibid.. p. 39. 
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The entrepreneurial corporation created the size 

necessary for the development of technology which, because 

of its demands for coordination, and size itself, destroyed 

the entrepreneurial corporation and brought forth the mature 

corporation as the dominant economic form. "In most cases 

control passes smoothly from the entrepreneur to the techno-

structure" and, therefore, largely escapes notice. There 

are occasional power struggles which become public, but 

such "... exceptions only show that the transition must 

13 be accomplished." 

The Manager as an Item of Corporate Public Relations 

Yet, Galbraith contends, "because individuals have 

more standing in the culture than organizations, they regu

larly get credit for achievement that belongs, in fact, to 

organization. It is not Procter and Gamble that has been 

winning new worlds in detergents; it is Procter and Gamble 

under the.inspired leadership of Neil H. McElroy. To this 

tendency principals, on occasion, contribute.""^ Moreover, 

as Carl Sandburg notes, "the liar comes to believe his own 

15 lies." ' Remarkably "like the tank commander, the head of 

the modern enterprise, in which all important actions are 

~^Ibid., p. 91 • 

**~^Ibid., p. 95• 

"^Carl Sandburg, "The People, Yes," in Carl Sandburg, 
Complete Poems (New York: Harcourt, Brace and Company, 
1950), p. 472. 
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studied by committees, all contingencies carefully antici

pated and all adverse ones either converted or negated, 

seeks to see himself in an earlier and more heroic image. 

l6 Doubtless this does no harm." In fact, it has its uses. 

Like the conception of the manager, the social 

fiction of the dynamic entrepreneur has value for corporate 

public relations, and the personality of the manager, sup

posedly in authority, is so employed. 

His function is to lend dignity and an aspect of 
power to stockholders' and directors' meetings 
and other business ceremonials; to salute customers 
and clients of equal or greater dignity; to give 
the equivilant of the royal assent to agreements, 
contracts, and indentures; to represent the enter
prise in its more honorific relations with government; 
to act as an emissary to liberal learning; and to 
affirm, on appropriate public occasions, faith in 
free enterprise, the social responsibility of busi
ness and the continuing relevance of ancestral 
virtues. 

Between things he might have his picture taken for publica

tion in the national magazines by Karsh of Ottowa. "For 

all these rites the mantle of Carnegie, Rockefeller or Henry 

17 Ford is more than a little helpful." 

Despite such trappings, the real power of a corporate 

head is minimal. At best he has the ex-post facto authority 

to ratify decisions made by those who know what they are 

doing. Often his actual authority is less than this. Thus 

1 ̂  
Galbraith, New Industrial State, p. 93. 

"^Idem. 
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retired generals and other national celebrities can be 

afforded as chairmen of the board of directors of large 

corporations they had no knowledge of until the moment of 

their appointment. This is, of course, the reason why the 

price of a corporate stock does not fluctuate with the 
1$ health, habits, and frequent turnover of top executives. 

"Though men accord the head of the great corporation the 

deference his position calls for, no one allows this to 

affect his financial judgment." This is well known. It 

is especially well known by the organization men within the 

technostrucutre. Those who really run mature corporations 

are well versed in the realities of corporate power, and 

the mouthing, and in some cases still, the commitment, to 

an entrepreneurial ideology ". . . is, almost certainly, a 

passing phase. A younger generation of executives accepts 

the fact of organization and its bearing on behavior." An 

organizational ideology, with its emphasis on group coopera

tion and, although Galbraith does not stress it, conformity, 

is in the process of replacing the ideology of the great 

entrepreneur. "The imperatives of technology and organiza

tion, not the images of ideology, are what determine the 

19 shape of economic society." 7 Somewhat more slowly, they 

determine the form of its prevailing ideology as well. 

iaibid., pp. 94-95. 

19Ibid., pp. 95, 93, 7. 
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Theory of Motivation 

Not the owners, even those who have large stock

holdings; not the managers hired by the owners; but the 

technostructure hidden deeply within the corporate organiza

tion is that which actually runs the modern corporation. 

The technostructure does not simply inherit control of 

something which is given, with purpose and direction already 

established. Much is changed by its rise to power. It 

follows that an understanding of attitudes and values within 

the technostructure is vital to a meaningful theory of modern 

corporate enterprise. 

A business corporation is one form of organization. 

The central necessity of any organization is the coordina

tion of the efforts of its membership. Galbraith's is 

concerned with how "... the participating individuals 

are persuaded to set aside their individual purposes and 

pursue those of the organization." Certainly, "the mature 

corporation is a large and complex organization, and indi

viduals align themselves with its goals in response to 

20 diverse motives." These motives must be examined if there 

is to be any real comprehension of the attitudes and values 

of the technostructure which runs the mature corporation 

and sets its direction. This is hard enough when the organ

izations under scrutiny are relatively simple—it is all 

2QIbid., p. 149. 
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the more difficult when the subject is the sophisticated 

giants of the industrial system. 

It is useful, Galbraith urges, to divide motivation 

into four types or categories through which an organization, 

or group, gains adherence by an individual to purposes of 

its own. First of all, "the group may compel the acceptance 

of its goals." For example, "ditch-digging is unlikely 

passion for the average person." Regardless of a group 

commitment to the digging of a ditch, he may refuse to 

indulge except when "behind the man with the spade is another 

with a club. Failure to accept the goals of the group 

brings the negative reward of punishment." A coercive 

situation pervades. "Without extravagent novelty, this 

21 motivation may be called compulsion." It is clearly the 

simplest, though not the most reliable, of organizational 

motivations. 

Secondly, "the acceptance of the common goal may be 

purchased—at the end of the trench is a man with money." 

Here the reward is positive, although the negative reward 

of starvation as the only real option is also usually 

present. "Such is pecuniary motivation." The third type 

of motivation is that through which "the individual, on 

becoming associated with the group, may conclude that its , 

goals are superior to his own." For this reason, he commits 

21 
Ibid., pp. 130, 130-et passim. 
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himself to the purposes of the group. This commitment 

". . . is not compelled. Neither is it purchased, although 

it is not inconsistent with compensation. Following Profes

sor Herbert Simon, this motivating influence may be called 

22 identification." Ther person identifies with the values 

and goals of the organization, placing them above any of 

his own that may conflict with those of the group. 

Fourth, and "finally, the individual may serve the 

organization not because he considers its goals superior to 

his own but because he hopes to make them accord more closely 

with his own." This, Galbraith suggests, has been little 

treated by students of organization. It "... is an import

ant motivation. But unlike compulsion, pecuniary compensation 

or even identification, it has much less standing in the 

theory of organization. A name for it must be coined . . . ," 

23 and Galbraith proposes ". . .to call it adaptation." It 

motivates an individual to join an organization in order to 

change the organizational goals to better serve values and 

goals he holds as a discrete personality, separate of the 

organization. 

These motivations may function singly or together— 

they ". . . can motivate an individual either separately or 

in combination." When any of them exists within more than 

22 
Ibid., pp. 130, 130-et passim, 130, 131-et passim. 

^Ibid., pp. 131> 132, 132-et passim. 
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one human being, it does so in differing intensities and 

in varying relationships to other possible motivations, 

depending on the particular person who possesses them. In 

reference to any individual, Galbraith refers to "their 

collective influence ... as the motivating system" or, 
2i 

more typically, the "motivational system." ^ 

The "Motivational System" 

Among these four types of motivation, Galbraith 

argues that some tend to combine, while others tend to 

exclude one another. For instance, "compulsion and pecun

iary compensation exist in varying degrees of association 

with each other." The negative reward of punishment is 

nearly always balanced by the positive reward of money, or 

some material consideration, such as food, water, or shelter. 

On the other hand, "compulsion is inconsistent with either 

identification or adaptation." It is unlikely that a person 

who is coerced into accepting the goals of an organization 

will find them superior to his own and identify with them. 

He will also probably not feel that he can change the goals 

of the organization by joining it, though both must be 

admitted as infrequent possibilities. 

What is forced upon a person is not a matter of 

choice, despite historians who romantically infer that it 

often is—or was. Thus, "bondsmen and serfs have regularly 

^Ibid., pp. 132, 132-et passim. 
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been held to love their masters—to have identified them

selves deeply with their masters' goals." However, 

Galbraith notes, "this has rarely prevented them, when the 

opportunity arose, from asserting their own very different 

goals, frequently after burning down the house, together 

with its occupants, or showing some similar manifestation 

of distaste." When a man is compelled to accept organiza

tional goals, "alienation, not identification, will be the 

normal result." The same applies to adaptation. "If the 

individual is obliged to accept the goals of organization, 

he will not embrace them in the hope of accommodating them 

to his own." The fact is that "when his acceptance is 

forced he will understand that he has no power over the 
25 goals ..." of the organization. When the opportunity 

presents itself, he is likely to act accordingly. 

Pecuniary motivation, on the other hand, may combine 

with identification and adaptation. The major, factor 

determining whether or not it does is the level of pecuniary 

reward. As noted, some pecuniary compensation generally 

accompanies compulsion, it is, in most cases, the opposite 

side of the same coin. If, however, the negative rewards 

of coercion are high, it is probable that the positive 

pecuniary rewards are low. Under such conditions the indi

vidual develops an aversion to the organization that is 

25Ibid., pp. 132, 133. 
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commanding his loyalty through rewards which are basically 

negative. It is fear of punishment, not the pecuniary 

pittance offered, which is the dominant motivation. "This 

aversion excludes identification." Furthermore, the 

dominance of coercion "... reveals to him his powerlessness 

vis-a-vis the organization and its goals. Adaptation is 

thus also excluded. 

In the United States, the equation between compulsion 

and pecuniary reward has consistently moved in one direction. 

Clearly, Galbraith argues, the relative importance of compul

sion has become increasingly less while the relative 

importance of pecuniary compensation has become increasingly 

more. "The modern industrial employee who loses or abandons 

his job has . . . every expectation of finding another. In 

the meantime he has unemployment compensation and perhaps 

some personal resources and, if the worst comes to the worst, 
27 

he can obtain welfare support." 

This is, perhaps, best understood by comparing it 

with what preceded, and what still largely exists in most 

of the world. "The worker in a Calcutta jute mill who loses 

his job—like his American counterpart during the Great 

Depression—has no high prospect of ever finding another. 

He has no savings. Nor does he have unemployment insurance." 

26Ibid., p. 134. 

27Idem. 
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Since "the alternative to his present employment ... is 

slow but definite starvation," the element of compulsion is 

great. That, in such an instance, the negative reward of 

starvation replaces the negative reward of punishment, in 

no way changes the fact that compulsion is the major motiva

tion. Indeed, "the choice between hunger and flogging may 
2S 

well be a matter of taste." 

For an increasing percentage of the American labor 

force, coercion, is low. "In higher income brackets, as 

29 a rule, it will yet be lower" because the pecuniary rewards 

are greater and, importantly, those in the higher brackets 

tend, in the aggregate, to be people who possess the kinds 

of specialized knowledge which are vital to the operation of 

modern technological economies. 

The affluence of the American economy, and the 

characteristics and demands of that affluence, has increased 

the economic choices of those who work. This is a general 

reality within industrial economic systems. Coercion is 

less. So is the importance of money to those who have a 

fair amount or, at least, the relative assurance that they 

can obtain it. The freedom to make choices about where and 

in what capacity one will be employed is greatly enhanced. 

People are able, increasingly, to insist that the 

Ibid., pp. 133-134, 134. 

29Ibid., p. 134. 
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organization they work for is one which is committed to 

values and goals they can identify with. They can also 

insist that the goals of the organization be at least 

somewhat open to adaptation to their own values and goals. 

Identification and adaptation tend to exist concurrently. 

"The two are highly complimentary. An individual, on 

becoming associated with an organization, will be more 

likely to adopt its goals in place of his own if he has 

hope of changing those he finds unsatisfactory or repug-

30 nent."^ When identification is important, it is probable 

that adaptation will be significant as well. 

One of the greatest changes in the economy of the 

United States has been an aggregate transformation of moti

vations, away from coercion and even pecuniary reward, and 

toward identification and adaptation. This "... has been 

a force of no small historical importance." It is profound 

in its consequences. "Until two centuries ago the motiva

tion of the wage laborer in most parts of the world was 

not radically different from that of the bondsman. Both 

got little; both toiled in fear of the alternative." 

Along the same lines, "the slave . . . had no reason to 

regard the free wage worker with much envy." Accordingly, 

"he did not press aggressively to change his position. Nor 

did society on his behalf." This was all transformed by 

3°Ibid., pp. 135-136. 
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". . . industrialization and rising living standards in the 

North together with improving communications ..." which 

made knowledge of better conditions elsewhere readily-

available. "Then the contrast between free man and slave 

31 became untenable." 

For these, and other reasons, not mentioned by 

Galbraith, but which he apparently has in mind, such as 

the mechanization of southern agriculture, "the peculiar 

institution" was abolished. "In the absence of the Civil 

War, slavery in the United States could have lasted only 

a few more years. As in other countries at a roughly similar 

stage in economic development, slavery would have been given 

up." If it had occurred without war, it is certain that 

"the reform would have been attributed to the innate humanity 

32 of man to man." The actual reasons, however, would have 

been more directly economic, the reflection of growing 

industrial abundance on men's motivational systems. 

Such are the effects of affluence. A profound 

change in human motivation and behavior results from the 

transition from scarcity to abundance. "This means that the 

motivational system will be different in the poor country 

as compared with the rich, and different for the poor man 

31Ibid., pp. 134, 134-135, 135. 

32Ibid., p. 135. 
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33 as compared with the well-to-do." In affluent systems, 

workers are less hostile and alienated because coercion is 

low, pecuniary compensation high, and identification and 

adaptation possible. Employers understand, or at least, 

sense this. They are increasingly willing to pay high 

wages, especially since profits are high as well. They 

encourage identification among their employees and, driven 

by the imperatives of technology, they put up with, if they 

do not applaud, adaptation as necessary to a tremendously 

productive industrial order. 

This is a significant point for Galbraith. It is 
Ol 

one he comments on earlier in The Affluent Society. Here 

he discusses "toil," which is basically defined as the 

labor a person performs because he is coerced either by 

force or fear of economic deprivation to do so. Toil is not 

enjoyed by the worker. He would not engage in it if he 

could choose to do something else, or nothing. This must 

be distinguished from the work done by members of the ". . . 

35 New Class . . . ," who work less because they have than 

because they want to. 

33Ibid., p. 136. 
Ol 
Galbraith, Affluent Society, chap, xxiv, "Labor, 

Leisure, and the New Class," pp. 334-34$. 

35 Ibid., pp. 340-et passim. 
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It should be noted, Galbraith argues, that "nearly-

all societies at nearly all times have had a leisure class— 

a class of persons who were exempt from toil." But "in 

modern times and especially in the United States the leisure 

class, at least in any identifiable phenomenon, has disap

peared. To be idle is no longer considered rewarding or 

even entirely respectable." In the contemporary age, ". . . 

the leisure class has been replaced by another and much 

larger class to which work has none of the older connotation 

of pain, fatigue, or other mental or physical discomfort." 

Applying the typologies of The New Industrial State, the 

operative motivation behind toil is coercion. The worker 

is driven by force or the fear of economic deprivation and 

an inability to survive. On the other hand, "such is the 

labor of the New Class," that, ". . . in general, those who 

do this kind of work expect to contribute their best 

regardless of compensation. They would be disturbed by any 

suggestion to the contrary." Certainly, "prestige—the 

respect, regard, and esteem of others—is . . . one of the 

more important sources of satisfaction associated with this 

kind of work." More specifically, it is motivated by the 

identification of a person's ego with the enterprise, and 

36Ibid., pp. 340, 342. 
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the opportunity to have that ego felt, at least to some 

37 extent, in the world through adaptation. 

The distinction between toil and the kind of work 

performed by members of the New Class has been overlooked 

by economists because of their "... effort to proclaim 

the grand homogeneity of work. ... To economists . . . 

[this] has seemed a harmless and, indeed, an indespensible 
3g 

simplification." It has, led them, however, to ignore 

one of the most important effects of affluence. In regard 

to motivation, as an economy moves from scarcity to afflu

ence, "... what begins as a difference in degree widens, 
o n  

ultimately, into a difference in kind."^ The motivational 

systems of most people become something qualitatively 

different than what they were before. As they do, so do the 

people themselves. 

The "Approved Contradiction" 

All of which has great significance for the techno-

structure. According to the conventional wisdom, the only 

37 For an interesting argument that the only univer
sal found in all cultures is the need in a person to have 
his ego felt in the larger world, see Walter Goldschmidt, 
Man's Way: A Preface to the Understanding of Human Society 
(New York; Chicago; San Francisco; Toronto; and London: Holt, 
Rinehart and Winston, 1963). Goldschmidt refers to this as 
"the need for positive affect," ibid., chap, i, "The Biolog
ical Constant," pp. 17-30-et passim. 

•̂ Galbraith, Affluent Society, p. 340. 

39 Galbraith, New Industrial State, p. 136. 
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possible motivation is pecuniary. "That one need never look 

beyond the love of money for explanation of human behavior 

is one of the most jealously guarded simplifications of 

. . . [the American] culture." Yet it is precisely refuted 

by the behavior of the very people who are among its most 

influential advocates, the corporate managers. "One of the 

most puzzling pleas of the American business executive, 

regularly echoed in public rituals, is for lower taxes to 

encourage initiative and effort. The puzzle lies in the 

fact that few executives would ever admit to putting forth 

less than their best effort for their present income after 

taxes. Neither, Galbraith suggests, would it occur to 

them to work less hard because, most often, they receive 

a fixed salary and hold little or no stock, and the benefits 

of increased profits go to stockholders' dividends and not' 

their own pockets. It is nonsense, Galbraith argues, to 

assume that men would work hard for the profit of others, 

all or most of whom they do not even know, if pecuniary 
I "I 

compensation was really dominant. Yet this is exactly 

the assumption which prevails, an assumption Galbraith 
i 2 

refers to as "the approved contradiction." 

^°Ibid., pp. 142, 13d. 

41Ibid., pp. 115-116. 
I p 
See ibid., chap, x, "The Approved Contradiction," 

pp. 109-127-et passim. 
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The approved contradiction reflects a failure to 

really come to grips with the motivational systems of men 

within the modern corporation. Clearly, "the reference to 

incentives is traditional, a hangover from a more primitive 

association of income and effort." When applied to present-

day corporate motivations, it is out of touch with reality. 

"The paradox of pecuniary motivation is that, in general, 

the higher the amount the less its importance in relation 

to other motivations." Among corporate managers this is 

true, partly due to ". . . the declining marginal utility 

of money . . . ," and partly to ". . . progressive income 

taxation. . . But these are the more primitive reasons 

for it. They are also among the less important. 

The most significant clue to the behavior of mana

gers, Galbraith contends, is the fact that "... with higher 

incomes there is, under most circumstances, a lessened 

dependence on a particular employment." There is less 

compulsion in the situation. Indeed, in most cases, the 

compulsion factor is almost totally mitigated. At the 

same time, pecuniary compensation is less important. Other 

motivations function more freely. "... This paves the 

way for identification and adaptation." Increasingly, 

"these supplement and may transcend pecuniary compensation 

in the motivational system." This is especially the case 

43Ibid., pp. 13d, 137. 
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with the corporate manager, whose commitment to the organiza

tion does not fluctuate with changes in his salary, but who 

is committed because he identifies with organizational 

goals, and because he perceives an opportunity to bring some 

of these into greater conformity with his own. In fact, 

"to suggest that he subordinates these latter motives to 

his response to pay would be to confess that he is an infer

ior executive."44 

Motivation of the Technostructure 

What is true of managers is equally, or nearly 

equally, true of all members of the technostructure. "It 

is . . . useful to think of the mature corporation as a 

series of concentric circles. The band within each pair of 

circles represents a group with a different motivational 

system." Most groups are 

in the more spacious bands at the outer reaches 
. . . , [and] such in general is their motiva
tional system that they are the most loosely 
attached. ... In the outermost circle . . . are 
the ordinary stockholders. ... At the center is 
what is now called top management. Theirs is the 
firmest attachment. Between are the others. 

In this scheme, Galbraith places the members of the techno

structure next to the center. The only ones "beyond . . . 

[them] at the center are the executives or manangement."^^ 

44Ibid., pp. 137, 139. 

45Ibid., pp. 149-150, 150, 153. 
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The motivational system of those in the technostructure is 

very similar to that of the highest executives of the mature 

corporation. 

"Specialized knowledge and its coordination have 

now . . . become the decisive factor in econcmic success. 

This requires that men work in groups. And power passes to 

these groups." There is no question that, within these 

groups, "the participants are well-compensated . . . ," and, 

probably, "few regard their compensation with disinterest." 

But, as with managers, other motives are more powerful. 

Close association with a group has the effect of attracting 

the individual to its goals, and "he substitutes these goals 
i /: 

for his own." Clearly, identification is a motivation of 

great importance within the technostructure. 

So is adaptation. ". . . As one moves to the center 

of the technostructure, identification and adaptation become 

increasingly plausible motivations." The very fact that 

"in the mature corporation, power has passed to the techno-
I 7 

structure," cannot but encourage its members to identify 

with the goals of the organization. It also increases their 

ability to introduce values of their own into the enterprise 

—to adapt certain of the goals of the corporation to pur

poses of their own. 

6̂Ibid., p. 141. 

47Ibid., p. 153. 
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Men who desire to implement their own ideas are 

drawn to the technostructure not only because it is, and— 

because of its group character and the imperatives of 

technology—must be, receptive to them. Moreover, the 

member of the technostructure "... sees also the advantage 

—the access of power and influence—from [sic] exchanging 

a major pursuit of his own goals to much smaller influence 

on the much greater power of organization." The vast 

economic power of mature corporations presents a significant 

opportunity for people working within them to be effective 

in the larger society. "Thus, from organization, comes a 

further system of motivation." It is a system where the 

compulsion factor is minimized, and in which the pecuniary 

motive is satisfied and identification stressed. Conse

quently, it is one in which adaptation is freed to become 

the most significant important motivational factor. 

The Crucial Position of the Technostructure 

The logic of Galbraith's argument is clear. In the 

era of the new industrial state, American economics are 

dominated by the mature corporations of the industrial 

system, which in turn are controlled by their technostruc-

tures. Because the most important motivation within the 

technostructure is adaptation, and due to the imperatives 

of technology and the resulting affluence which allow it to 

4gIbid., p. 141. 
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be, the technostructure emerges as largely autonomous. 

"This autonomy has become nearly absolute." In the American 

system, the legal entity known as the corporation does not 

dominate the technostructure. On the contrary, it is "the 

corporation . . . [that] accommodates itself admirably to 

L9 the needs of the technostructure." To understand the 

reality and direction, of American economics, the attitudes 

and values and, in the end, the goals and purposes, of the 

technostructure must first be explored. This will immedi

ately push the inquiry beyond economic considerations alone, 

50 and directly into the realm of politics and public policy. 

9̂Ibid., pp. 163, 77. 

50 See infra, chaps, xiv, xv, and xvi. 



CHAPTER 9 

"COUNTERVAILING POWER" AS A POLITICAL SYSTEM 

Galbraith's political position will be explored as 

an extension of the preceding treatment of the economic 

basis of his thought. The principal focus is on political 

power, and the theory—or theories—Galbraith develops about 

political power in the American system. These two chapters 

examine American Capitalism while succeeding chapters probe 

for a theory of political power in The New Industrial State. 

In dealing with each of these volumes, thoughts and state

ments from other of Galbraith's works are included to clarify 

or illuminate particular points. 

Need for Clarification 

Before delving into Galbraith's perceptions of 

political power, certain general statements are in order. 

As previously noted, there is value in conveying relevant 

assumptions about the nature of reality, and the definitions 

of particular terms. To some extent every discipline suffers 

from an internal breakdown of communication—a condition 

which results in varying degrees of confusion. No other 

field suffers from this as much as political inquiry where, 

beyond the normal problems of semantics, it often serves a 

222 
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purpose to be unconscious of—or, indeed, to hide—particu

lar assumptions. Moreover, the disposition to "define" 

terms in an Orwellian"'' manner—as "love words" and "hate 

words"—is of far greater prevelance here than in other 

disciplines. 

The Implicit Constitutionalism of Galbraith 

The first, and. probably most vital, term is "power." 

This has already been defined as ". . . participation in 

2 the making of decisions." Not only is this a useful defin

ition, also, it is as has been seen in his treatment of 

economic power, the way in which Galbraith implicitly defines 

the term. Building on this,"authority" is defined as power 

of a particular kind; it is legal power, or power made 

legitimate through compliance with a series of social fic-

3 tions acceptable in a society. The line between power and 

authority is blurred by Galbraith but his work is better 

understood by insisting on the distinction. 

"^Orwell, Nineteen-Eighty-Four. 

2 Lasswell and Kaplan, Power and Society, p. 75> see 
citation supra, p. 25 n. 56. 

^This is a "political" definition of "authority." 
There is also what can be viewed as a "psychological" defini
tion. Here the term "authority" applies to a person 
perceived by another, or others, as being in some way 
superior. The concept of "authority figure" is an example 
of this. So is the notion that a certain person is an 
"authority"in the political history of China. It should be 
noted that particular public officials have effectively 
possessed political and psychological authority concurrently. 
For a liberal, this is a dangerous situation. 
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In the United States, Galbraith implicitly assumes, 

the relevant acceptable social fictions are those which 

emanate from the doctrine of constitutionalism and, more 

precisely, from the imperatives of the United States Consti

tution. Under its doctrine, the people are assumed to be 

the political sovereign. Natural law dictates that the 

people are the reservoir of all political authority and, as 

such, are the only legitimate source of whatever authority 

a government or, in traditional liberal language, a "state," 

may claim. The people, at their will, may "delegate," or 

lend, through a "contract," or constitution, some of their 

authority to the state which, indeed, is created by this 

very act of delegation. A state is overthrown or abolished 

if and when the people reverse the process and take their 

authority back. 

Because constitutionalism is grounded in natural 

law thought, the constitution, or contract, is to be the 

best reflection of the true principles of politics that the 

development of man's rational capacities currently allows. 

As man's reason develops and improves, that is, as he 

discovers more of the natural law, the only rational thing 

to do is to change the constitution to accord with his new 

perceptions. For constitutionalists, without exception, 

the writing, and re-writing, of the contract is best done 

by an elite of the most qualified, those best able to 
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comprehend the true principles because they are born with a 

superior capacity for reason, and have developed that 

capacity through proper background, experience, and educa

tion. 

The only option, in the final analysis, assuming 

agreement that a state is necessary and that anarchy is 

thereby, precluded, is democracy. But constitutionalists 

cannot accept this because democracy is precisely one form 

of unlimited government—the unlimited rule of the majority. 

It is true that the determination of constitutional questions 

by an elite infers the unlimited rule of that elite, but 

among the long-standing fears in western political thought 

of the possible tyranny of the one, the few, or the many, 

it is the rule of many, or the majority, that constitution

alists traditionally distrust the most. In regard to 

constitutional decisions, they view rule by the qualified 

elite as vastly preferable. Since the great proponents of 

constitutionalism have traditionally been liberals, indeed, 

the two are inseparable, the proposed elite is properly 

perceived as a "liberal elite." This elite also determines 

if and when the constitution has been violated by the 

state, and if and when the contract and, thus, the govern

ment, should be dissolved. 

If a state has received authority from "the people," 

the political sovereign, and not from another state, it is 
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considered to be a legal sovereign. A state either 

receives authority directly from the political sovereign 

or it does not—either it is a legal sovereign or it is not. 

It cannot be more or less sovereign. It follows that all 

legal sovereigns, or sovereign states, are, by definition, 

equal, in law, if not in fact. No legal sovereign can be 

dictated to by any other state, sovereign or otherwise. 

Only that which created it, the political sovereign, can 

command its own creature, the sovereign state. The will of 

the political sovereign must, by constitutional definition, 

prevail. What authority any state can claim is subject to 

the determination of the political sovereign and, therefore, 

is always limited. 

Under constitutional thought, grounded as it is in 

the principle of popular sovereignty, it is the will of the 

people that determines the extent of, and limitations on, 

the authority of government. The state is always limited 

by definition because, even if the people delegate the 

tot.ality of their authority to a government, they cannot 

delegate their political sovereignty. Both political 

sovereignty and natural rights are assumed to be inherent 

in human nature, and thereby inseparable from the human 

personality. Among these natural rights is what Locke infers 

is the "right to revolution,another way of claiming that 

^John Locke, The Second Treatise of Government, ed., 
with an Introduction by Thomas P. Peardon, The Library of 
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political sovereignty always remains in the people. They 

are, in effect, stuck with both Natural Rights and natural 

political sovereignty. The actual will of the political 

sovereign, of course, as in the writing and the changing 

of the constitution, is always best determined by the elite. 

According to constitutionalism, people owe something 

to authority—they are obliged to be loyal to it. As part 

of the process whereby a state is created, they agree to 

5 owe loyalty, not to persons, but to those specific offices 

of government wherein authority has been delegated. To 

power, on the other hand, they have no obligation, regardless 

of how much, in fact, they may be coerced by it. A 

Liberal Arts, No. 31> ed. by Oskar Piest (New York: The 
Liberal Arts Press, 1954)> chap, xix, "Of the Dissolution of 
Government," pp. 119-139> especially section 243> p. 139. 

c 
^This is the republican principle, wherein authority 

is delegated not into a person, but an office, and the holder 
of the office is viewed as being "cloaked" with the author
ity vested in the office. The effect is to separate the 
public official from the office, rendering him liable to 
the law for his personal actions, as any other citizen. 
When authority is vested in a person, that person, in effect, 
is not subject to law, because authority cannot be subject 
to authority. It was precisely this, in reference to 
monarchs and landed aristocrats, that led to the modern 
development of the principle of republicanism, cf., Locke, 
Second Treatise. 

Another stipulation of the republican principle is 
that public officials are to be elected by the people, that 
is, the "qualified" voters, for a term of limited time. 
In the United States Constitution this requirement is met 
largely through what amounts to selection by various elites, 
a process usually referred to as "indirect election" by 
text-book writers, as well as by those who formulated 
the Constitution. 
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revolution against authority is, by definition, never 

justified. However, a revolution against power is not only 

justified but, given the normative content of the concepts 

of natural rights and political sovereignty, is the only 

acceptable behavior. To accord loyalty to power violates 

the natural right to legitimate government, as well as the 

entire conception of popular sovereignty. Insofar as men 

accept constitutional fictions, they respond to power in one 

way and to authority in another. This difference in behavior 

is subject to empirical investigation. The distinction 

between power and authority thus takes on operational signif

icance. In a larger sense, so does the concept of popular 

sovereignty because , historically, regimes that are not 

based on popular agreement, consent, tacit or overt, through 

whatever techniques it is attained, are typically unstable 

governments. 

Constitutionally, authority cannot be revolted 

against. But it can be denied, in part or whole, to a 

state or, more precisely, to persons who claim to be cloaked 

by it as it resides in a particular public office. A 

state can claim authority—that is, exist—for only so long 

as the people "consent" to the legitimacy of that claim, 

because it is only for that time that authority is considered 

to be delegated. This consent may be overt or tacit—what 

is often thought of as "acquiescence"—but it must exist 
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for the state to continue, normatively and, where the popu

lation is committed to constitutional ideas, empirically as 

well. As long as the people continue to consent they owe 

loyalty to those public offices into which they have dele

gated authority. 

It is clear that the concept of consent includes the 

dynamic of continuation. What always matters is the present. 

If at any point the people cease consenting to the delegation 

of particular authority to the state, the state can no longer 

claim it. In the event that it does, the people owe no 

loyalty to that claim. When the withdrawal of consent is 

total, the state, by constitutional definition, is dissolved. 

Loyalty cannot be owed to something which does not exist. In 

the language of Locke, the right to revolution has been 

invoked. This right is the final bulwark against a state 

that does not perform its obligation under the social con

tract, or constitution, to protect and perfect natural rights 

and translate them into civil rights. Since the right to 

revolution, as all natural rights, is an inseparable element 

of the human personality,and, as such, can never be dele

gated or otherwise removed, it always stands. In simpler 

terms, a revolution is one way in which the political sover

eign, deciding that a government is tyrannical—or 

unconstitutional—exercises its sovereignty. Once a revolu

tion has occurred, the only claim that ex-public officials 
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can make is based on power, and that is tantamount to no 

claim at all. 

The above explication of Galbraith's deeply ingrained 

constitutional assumptions makes his political position more 

understandable because it uncovers the Lockian Weltanschauung 

which is the foundation of Galbraith's political values and 

perceptions. As shown, Galbraith rejects the classical, or 

natural law, conception of the market—pointing out that what 

began as theory eventuated in doctrine disguised as theory. 

This is one of his central criticisms of the classical 

school, particularly in its more recent neo-classical varia

tions. The advocates of this school, he argues, have "is" 

and "ought" hopelessly confused. 

Yet, what Galbraith perceives so clearly in the eco

nomic realm apparently escapes him in the political—or, as 

he might prefer—the constitutional. Here he not only 

accepts classical, or natural law, formulations about what 

should be—totally untroubled about their historical connec

tion with the free-market doctrine he is so critical of—but 

he moves ahead with an untested certainty that they are a 

centrally operative element in American corporate reality. 

Along with most Americans, he is deeply conditioned to the 

£ political dimensions of the Lockian tyranny, in the same 

way, as he would be the first to point out, most of his fellow 

/T 
Hartz, Liberal Tradition in America, chap, i, "The 

Concept of a Liberal Society," pp. 3-32. 
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lations. The major principles of this "tyranny" are a 

necessary starting point for understanding Galbraith's polit

ical position, especially because he does not do so himself. 

It is well to note once again that the terms "law" 

and "public policy" are employed here synonomously. Extra

polating from Easton's definition of "politics," law and 

public policy has been defined as "the authoritative alloca

tion of values for a society,"''' values being whatever those 

involved perceive as a good. Based on this, "politics" 

has been defined as the pursuit, by whatever means, of law 

or pplicy or, as Lasswell puts it, ". . . who gets, what, 

when, how," as this relates to authoritative allocation. 

Politics, then, is perceived as a process—a process through 

which desired law, or policy, is achieved. No small part 

of this process, in its American manifestation, involves 

access to those constitutionally determined positions of 

state authority which are necessary to the formulation and 
q 

implementation of policy being pursued. 

The term "political power," as distinguished from 

the generic "power," refers to the ability to participate 

7 'Easton, Political System, pp. 129-et passim, see 
supra, pp. 24-25, and 24-25 n. 55. 

d 
Lasswell, Politics: Who Gets What, When, How. 
o 
7As is the case wherever constitutional ideology 

prevails. 
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in the making of decisions involving public policy or law. 

It remains to add that the term "authority," as defined 

previously, already has this connotation and, therefore, is 

automatically "political authority." Lastly, the "political 

system" is defined as those core values, or acceptable social 

fictions, regarding the process whereby public policy, or 

law, is pursued, that are agreed upon by a collection of 

human beings, who also agree to owe loyalty to certain 

institutions which constitute the legal sovereign, or govern

ment, wherein, it is also agreed, political authority has 

been delegated by the source of all political authority, the 

political sovereign. Given its constitutional ideology, in 

the American system the political sovereign is assumed by 

those within it to be the people. 

Galbraith is frequently careless with political 

terminology, in a manner not true of his economic writing."*"^ 

Furthermore, several of his key assumptions about politics 

are in the unconscious—or, perhaps, pre-conscious realm. He 

seems totally unaware of some of his own assumptions, dimly 

"^Especially in regard to certain terms. Galbraith 
uses the "rights," "authority," and "power" interchangeably. 
He also employs the term "democracy" to describe the American 
political system. Such usage is not unusual. Even "experts" 
in politics—from political scientists to Supreme Court 
Justices—use these terms in the same sloppy fashion. 
Perhaps Galbraith can be excused. It is, however, at least 
questionable whether the convenience—stylistic, emotional, 
and intellectual—is worth the resultant confusion. 
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aware of others. But none of this should be allowed to stand 

as a semantic and assumptional barrier to a comprehension of 

Galbraith's views on American politics in a corporate age. 

Hopefully, it is a barrier best dissolved through clarification. 

"Is" and "Ought"; Power and Policy 

To analyze a political position, it is useful to 

divide it into two categories, always keeping in mind the 

organic unity of what is being dissected. These are the 

categories of "is" and "ought." The first is concerned with 

power; the second with policy. The first involves a theory 

of the political system; how, within that system, power 

actually operates, what its configurations and potentialities 

are. The second is concerned with doctrine and ideology; 

what the writer wants and does not want to see implemented, 

the policies he advocates, and those he opposes. 

Although distinction is necessary, it is one which 

cannot be rigidly followed. Power and policy are really 

inseparable, and whenever one is dealt with the other is 

instantly involved. Nonetheless, the attempt to distinguish 

between them is of real value in clarifying a political 

argument. This paper will deal essentially with the problem 

of "is," with Galbraith's view of political power in the 

United States—his theory—or, more accurately, his theories 

—of the American political system. His "ought," or policy, 

position will be considered secondarily. Over the years, 
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Galbraith has urged the adoption of many policies. Certain 

of them will be noted—the more significant ones treated in 

some detail as they inescapably intrude upon his theories of 

power. 

Power 

Galbraith takes the view that the idea of power is 

embarrassing to a people weaned upon the free-market denial 

of its existence. Americans, in particular, are uncomfort

able about power. Nonetheless, Galbraith argues, like other 

people, they strive to possess it. Like other people, they 

defer to those who do. "Power obviously presents awkward 

problems for a community which abhors its existence, disavows 

its possession, but values its exercise.The verbal and 

psychological contortions which emanate from this frame of 

mind are everywhere to be found. 

For example, there is what Galbraith terms "the 

no-business meeting. ..." This is ". . . one of the old

est, most important—and, unhappily, one of the least 

understood—rites in American life. This is the rite of the 

meeting which is called not to do business but to do no 

business." Nothing happens, but all are reassured. Indeed, 

"such meetings are more than a substitute for action. They 

12 • are widely regarded as action." The popularity of the 

no-business meeting is evidence, although Galbraith does not 

1 1 Galbraith, American Capitalism, pp. 26-27. 

"^Galbraith, Great Crash, pp. 145 > 144* 
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cite it in this context, of the American penchant, "leaders" 

and "followers" alike, for denying that power exists and, 

therefore, that anything can be done. To it might be added 

the phenomenon of those holding or striving for public or 

private office who, while always ready to "shoulder the heavy 

burden of responsibility," never "seek power." Only the 

opponent, domestically or internationally, is so engaged. 

Not only does power not exist but, certainly, one would not 

be crass enough to want it. Thus, logic aside, in the minds 

of most Americans, and especially for American liberals, 

"power" is a nasty term. Talking about it tends to make them 

nervous. Not so, however, for Galbraith, who is, after all, 

only a naturalized American, albeit, on his own testimony, 

a liberal."^ 

Galbraith is quite willing to talk about power. The 

fact is that an interest in the realities of power is the 

centrally important characteristic in all of his work. This 

is plain, but implicit, in A Theory of Price Control, The 

Great Crash, 1929» The Affluent Society, in other of his 

books, and many of his essays. It is explicit in particular 

essays"^ as well as in such works as Economics and the Art 

13 See Galbraith, American Capitalism, pp. ix-x; 
Liberal Hour, Epigraph; and "Agenda for American Liberals," 
among the many places where Galbraith expresses or implies 
his personal commitment to liberalism. 

"^See Galbraith, "Inflation: What it Takes," "Care 
and Prevention of Disaster," "Nature of Social Nostalgia," 
"Agenda for American Liberals," and John Kenneth Galbraith, 
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of Controversy 7 and The Triumph. Most importantly, 

the problem of economic, social, and political power in 

the United States is the manifest and central concern of 

American Capitalism and The New Industrial State. In 

each of these volumes, Galbraith articulates a theory of 

power in the American system. It is, undoubtedly, this 

interest in power which makes him "unacceptable" to many 

members of the economics profession who, while often admit

ting his abilities as an "economist," prefer to pigeon-hole 

him as a "sociologist," or even a "political scientist." 

Instead of adopting the classical denial of power 

Galbraith, in 1952, suggests that "economic power may 

"The Cold War and the Corporations," The Progressive, July, 
1967* pp. 14-18, although it should be noted that this 
is nearly identical to Galbraith, New Industrial State, 
chap, xxix, "The Industrial System and the Cold War," 
pp. 325-342. This is the case, despite Galbraith's own 
comments on such kinds of "publications." Thus he argues 
for "... the reasonable assumption that the only individ
ual less to be forgiven than the man who repeats others 
is the man who repeats himself. ..." Galbraith, Affluent 
Society, p. 41 n. 7• In another context, Galbraith notes 
that "I assume that an honest reprint is permissible; 
that sneak self-plagarism is not so good." John Kenneth 
Galbraith, Letter, "1929 and 1969>" Harper's Magazine, 
January, 1970, p. 10. 

IS ̂John Kenneth Galbraith, Economics and the Art of 
Controversy (New York: Random House, Vintage Books, 1955)• 

"^John Kenneth Galbraith, The Triumph: A Novel 
of Modern Diplomacy (Boston: Houghton Mifflin Company, 
1968). 



237 
17 indeed be inherent in successful capitalism." ' And, 

despite his tentative tone, it is evident that he thinks it 

is. Essays written after this become increasingly plain 

1$ about it. By 1967 it is plain that Galbraith recognizes 

not only the presence of enormous economic power in the 

United States, but the complexities of its social and 

political translation as well. It is inescapable, he now 

contends, that the "market power which large absolute and 

relative size gives to the giant corporation is the basis 

not only of economic power but also of considerable polit-

19 ical and social power. ..." 

Power, in Galbraith's view, flows to organization. 

The question automatically asked when two men meet on 
a plane or in Florida is "Who are you with?" Until this 
is known, the individual is a cipher. He cannot be 
placed in the scheme of things; no one knows how much 
attention, let alone respect, he deserves or whether 
he is worthy of any notice at all. 

What is involved is status, the opposite side of the coin 

to power. Since it is not clear whether either of these 

derives from the other and, if so, which the cart and which 

the horse, it is best to view them as mutually reinforcing, 

inseparable parts of each other. As to the man on the plane, 

or in Florida, "if he is with a well-known corporation—a 

"'"'''Galbraith, American Capitalism, p. 147• 
1 c* 
Particularly, Galbraith, "Inflation: What It 

Takes." 

"̂ Galbraith, New Industrial State, p. 49» 
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good outfit—he obviously counts. The organization man has 

been a subject of much sorrow. But all who weep should 

recall that he surrenders to organization because organiza-

20 tion does more for him than he can do for himself." It 

accords him possession of a certain amount of power and, 

at times, authority. This is true not only of business 

organizations, but of labor, governmental, academic, and 

other organizations as well. Working through organization 

is the only road to power. On this, Galbraith is consistent 

—organized power is a central element in his analysis. 

All of this—the relationship of economic power to 

social and political power, the connection between organiza

tion and the individual—fits in with Galbraith's notion of 

a natural harmony or symmetry which pervades all human 

affairs, "the principle of consistency." There is ". . . 

consistency in the motives which induce organizations and 

individuals to pursue their goals," a ". . . symmetry in 

the motivation and goals of organizations and the individ

uals comprising them." In a greater sense, "there must be 

consistency in the goals of society, the organization and 
21 the individual." Such harmony is not only natural, it 

is the most fundamental social reality. The operative 

20Ibid., p. 154. 

21Ibid., pp. 159-165, 159, 160, 159. 
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element in this reality is power—both as power qua power, 

and as power legitimatized as political authority. 

Over the years Galbraith has not been consistent 

in his view of how organized power is arrayed in the Ameri

can system. Although there is a definite direction in the 

development of his thought, when his work is considered as 

a totality it is clear that he has, at different times, 

formulated two different theories of power in the United 

States. One is the theory of countervailing power, enunci

ated in American Capitalism. Following this is a second 

theory, suggested by implication and, indeed, direct state-

22 ment in several places, but not finding its full develop

ment until The New Industrial State and the concept of the 

technostructure. 

It would be convenient to argue that the first 

theory is simply an early stage in the development of the 

second, but this is not the case. They are distinct. Of 

course, as already mentioned, reconciliation can be forced 

22 The implication that centralized interests domin
ate the American economy is found in Great Crash, discussed 
supra, pp. 75-77, $2-$4; Affluent Society; "Decline of the 
Machine," "Economics and Art," and "Inflation: What It Takes." 

This last essay, in particular, is the most signif
icant single clue to the transition from the Galbraith of 
American Capitalism to the Galbraith of New Industrial State. 
It should also be noted that certain indications of this 
are found in Theory of Price Control, a work that pre-dates 
American Capitalism. 
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by playing semantic games. This, however, would distort 

the content and larger implications of both arguments. They 

really cannot be reconciled. The only way to deal with them 

is as separate theories of power which represent certain 

stages in Galbraith's development as a political economist. 

Taken together, they reveal a fundamental change in his 

general economic, social, and political outlook. 

Countervailing Power in American Politics 

The notion that symmetry or harmony characterizes 

the American system, and that its key is found in power 

relations, is the implicit leit-motif of American Capitalism. 

Although, at this point in his career, Galbraith is unable 

or unwilling to be plain about such matters, using language 

much less direct than that which he later employs in The 

New Industrial State, his viewpoint is quite clear. It is 

actually summarized in the phrase "The Concept of Counter

vailing Power," the subtitle of the earlier work. As 

23 suggested, the theory of countervailing power is grounded 

in a Newtonian view of the social universe. The natural 

thrust of the system is toward an equilibrium or harmony in 

the form of a balance or symmetry among contending economic 

interests. Because new instances of original market power 

and, in response to them, of countervailing power, 

are always being organized, there is a continual dynamic of 

23 
See supra, pp. 112-119. 
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change in the system which, for this reason, is best charac

terized as one of dynamic equilibrium. Despite shifts in 

the matter of exactly who has how much power, the overall 

tendency is always and automatically towards balance and a 

resultant harmony. Relationships among elements of power 

within the system change, new power loci develop, old ones 

disappear, but the system itself remains the same. 

Having claimed that this must happen, Galbraith 

hedges a bit. What he is really arguing is that, to a 

substantial extent, the development of original market 

power, and the emergence of countervailing power in response 

to it, is automatic, the result of the nature of man, or 

economic forces, or both. But, in the final analysis, unlike 

the classical writers, Galbraith is not content to leave it 

to the working of "the invisible hand." The system is too 

imperfect for that. There is too much evidence that, if 

left alone, the development of economic power will result in 

highly significant inequities in power distribution—that 

the natural emergence of countervailing power by itself is 

not always sufficient to balance original market power, and 

that the power equilibrium may be overwhelmed. 

Furthermore, economic power is inseparably connected 

to power in society and politics—domination in economics 

leads to social and political domination. Because Galbraith 

is not content to accept the consequences of domination in 
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any of these realms, the door is opened to justified polit

ical "intervention" in the economy. Certainly, he contends, 

"since the development of countervailing power is irregular 

and incomplete, it does not provide a blanket case for the 

exclusion of state interference with private decision. 

The working of the natural law must be assisted under certain 

conditions. A harmony of power, when not automatic, must be 

induced. To do so becomes a legitimate concern of public 

policy. 

The Corporate Danger to Equilibrium 

The great danger to any power equilibrium in the 

United States is the oligopical corporation. As early as the 

writing of American Capitalism, this begins to loom large in 

Galbraith's thought. "The comparative importance of a small 

number of great corporations in the American economy cannot 

be denied except by those who have a singular immunity to 

statistical evidence or a striking capacity to manipulate 

25 it." Economic concentration cannot be ignored. 

The fact is, Galbraith points out, that not the 

least reason for the current power arrangements in the 

American system is the long-term existence of vital connec

tions between business and government. Ideological mouthings 

to the contrary—especially by those most deeply involved— 

pi 
Galbraith, American Capitalism, pp. 167-16S. 

25Ibid., p. 109. 
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have in no way hampered the development of these relation

ships. "The ruggedly conservative business man [for 

instance] who excoriates Statism, the Welfare State and the 

State Department has never allowed his convictions to inter

fere with an approach to the government for a tariff if he 

really needs it." If the United States, as Britain, really 

is, or was, a nation of classical shopkeepers then, "in their 

relations with government, the American people have long 

shown a considerable ability to temper doctrine with pragma

tism. 

This tradition has been carried forward by those who 

run American corporations. They extoll not only the free 

market, but economic freedom from state policy as well. In 

many—perhaps most—cases they are sincere. Yet, as oligop

oly has come to dominate the economic order, the key 

relationships of that order are increasingly those which 

exist between the giant corporations and the state. Talk 

is one thing, action another. A major result, Galbraith 

argues, is enhancement of the already impressive original 

market power possessed by the oligopolies. There is, to be 

sure, a symmetry to this, but not the kind Galbraith favors. 

Despite the enormous power of the oligopical corpor

ations, they have not attained a monopoly of economic power 

in the United States. The reason for this, Galbraith 

26Ibid.„ p. 135. 
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claims, is that countervailing power has emerged as an 

effective balancing force, taking such forms as trade unions, 

farmers' cooperatives, and chain operations in the retail 

27 field. There have, as previously noted, been instances 

when such organizations have played a role opposite to their 

usual one. In these cases they have assumed a position of 

original market power. But, as loci of original market 

power, they are of little importance in the American system. 

This role, relative to the overall power system of power, is 

minor. The real significance of these groups, and others, 

is in their formation of countervailing power, arrayed 

against the only centers of original market power which are 

significant, the organized power of oligopical corporations. 

In this capacity, Galbraith argues, they have been highly 

successful. They have effectively prevented domination by 

corporate power—not only economically, but in social and 

political matters as well. The American system, if not 

the model of perfect equilibrium in power and authority, is 

at least characterized by a general balance of influence. 

The Role of the State 

However, it is important to realize that the auto

matic development of countervailing power is only part of 

the reason why the power of the giant corporations has been 

successfully checked. The state has not only been in 

^ See supra, pp. 123-129. 
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alliance with the industrial oligopolies. Unnoticed by many, 

it has also played a major role in the creation of positions 

of countervailing power. "Since the phenomenon of counter

vailing power is of much practical importance, even though 

it for long went unrecognized in economic and political 

theory . . . ,11 it is not surprising that in the United 

States, ". . .in line with ... a highly pragmatic approach 

to government . . . , it would have been the object of a 

good deal of government policy." That it, in fact, has 

been is evidence not only of its de facto importance; it is 

also a tangible indication that the American system, if left 

alone, would not have naturally developed the desirable 

harmony which now typifies it. Activity in this area com

prises a good deal of what the state does. Indeed, "without 

the phenomenon itself being fully recognized, the provision 

of state assistance to countervailing power has become a 

major function of government—perhaps the major domestic 
2$ 

function of government" in the United States. 

This may not be the case, with all, or even most state 

and local levels. But it is inescapable that, "in fact, 

the support of countervailing power has become in modern 

times perhaps the major domestic peacetime function of the 

federal government." For Galbraith, "Much of the domestic 

legislation of the last twenty years, that of the New Deal 

2$ 
Galbraith, American Capitalism, pp. 135 > 12$. 
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episode in particular, only becomes fully comprehensible 

29 when it is viewed in this light." Evidence is abundant 

that the central—if not always conscious—aim of such 

legislation is to create and encourage countervailing power 

—to lend assistance to its development. 

Labor sought and received it in the protection 
and assistance which the Wagner Act provided to 
union organization. Farmers sought and received 
it in the form of federal price supports to their 
markets—a direct subsidy of market power. Unor
ganized workers have sought and received it in the 
form of minimum wage legislation* The bituminous 
coal mines sought and received it in the Bituminous 
Coal Act of 1937. 

In Galbraith's view, "these measures, all designed to give 

a group market power it did not have before, comprised the 

most important legislative acts of the New Deal." Not 

surprisingly, these and similar acts "... fueled the 

30 sharpest domestic controversies of the New and Fair Deals." 

Those who resisted realized, implicitly or explicitly, that 

the effect of such policies was to transform the relation

ships of economic power in the United States and, by so 

doing, to bring about significant changes in the overall 

system. 

In the field of countervailing power, Galbraith 

argues, government has two essential roles to play. The 

first is ". . . the negative role ..." which consists of 

29Ibid., pp. 136, 123. 

3°Ibid., p. 136. 
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". . . allowing the development of countervailing power"— 

of leaving things alone when they are going as they should. 

Secondly, there is . . its affirmative role in promoting 

it." However, despite the fact that, at times, federal 

policy has encouraged the development of countervailing 

power, it has been blundering and inconsistent. "Because 

the nature of countervailing power has not been firmly 

grasped, the government's role in relation to it has not 

only been imperfectly understood but also imperfectly 

31 played." When Galbraith argues that assistance to counter

vailing power is_ the principle domestic concern of modern 

American government at the federal level, what he is really 

saying is that it ought to be, singling out instances where 

federal policy has been such that could be taken as a model 

for future actions. The failure to comprehend the crucial 

role of countervailing power has led to erroneous policies 

in the past. As corporations become more technologically 

sophisticated and, consequently, more economically powerful, 

a continuation of such myopia could be disastrous for the 

power equilibrium which currently characterizes economic, 

social, and political existence in the United States. 

31Ibid., pp. 137, 136-137. 
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"COUNTERVAILING POWER" AS PUBLIC POLICY 

For Galbraith, the greatest offenders in the realm 

of misunderstanding are liberals. Caught as they are in 

classical notions of economic reality, they either ignore 

countervailing power, or do not trust it when it does 

intrude on their perceptions. Liberals fail to realize 

that "steps to strengthen countervailing power are not, in 

principle, different from steps to strengthen competition.""'" 

Both move in the same direction: towards an equalization 

of competitive position. 

The Liberal Confusion 

Unaware of the first possibility, liberals opt for 

the second. Liberals are clearly trapped by the classical 

argument that either there is no power or monopoly power; 

that economic power should either be taken over by the 

state or, preferably, not allowed to exist. In their view, 

the ideal economic order is one which is typified by the 

classical absence of market power. Competition must be 

preserved, and where market power develops that might 

threaten this, it must be dismantled. They strive to 

"'"Galbraith, American Capitalism, p. 151. 

24 8 
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maintain—or, more accurately, re-establish—competitive 

economics. It follows that liberals find antitrust policy 

attractive, indeed, it has been their favorite weapon in 

the battle against the existence of market, or economic, 

power. Almost by definition, a commitment to trust busting 

is part of being a liberal, at least since the last quarter 

of the nineteenth century. 

In Galbraith's view, this approach has not worked. 

"The antitrust laws serve a valuable purpose. They bring 

the conscience of the community to bear on the problem of 

economic power." Beyond this, however, they have little 

effect. While liberals labor long and mightely to counter 

economic concentration, and its corrolary aggregates of 

market power, such concentration develops at a rapidly 

increasing rate. The antitrust approach has been histor

ically useless in the attempt to bring about an equalization 

of economic power. It will continue to be so until the 

giant corporations are dismantled. So far, proposals . . 

to break up the large corporations and perhaps also the 

2 large unions," having, perhaps, minor effects in discrete 

cases, have had no influence at all on the general direction 

of the economy. Yet, American liberals continue to insist 

that the bete noir of economics is monopoly power and that 

the general rule to be followed is the preservation of the 

^Galbraith, "Inflation: What It Takes," p. 6 9 .  
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price system. "The problems of practical application of 

such a rule are mostly in the field of the antitrust laws." 

It is here that liberals have taken their major stand 

against corporate concentration. But, the whole matter is 

". . . a good deal more difficult than the simple articula-

3 tion of the rule implies." 

The fact, Galbraith contends, is that imperfect, or 

oligopical, competition is increasingly characteristic of 

the American economy. It has developed precisely because 

price competition is too dangerous to the corporate interest 

in technological development, and to the preservation of 

the economic order itself, to be tolerated. Liberal anti

trust doctrine, carried to its logical conclusion, would 

subject all oligopical enterprise to prosecution. This is 

an approach which presents enormous difficulties. "... 

It is impracticable to indict and prosecute—if possession 

of market power be the test—the whole industrial sector 

of the economy,"^" and increasingly, it might be added, the 

agricultural sector as well. "To suppose that there are 

grounds for antitrust prosecution wherever three, four, or 

a half dozen firms dominate a market is to suppose that the 

very fabric of American capitalism is illegal."^ Yet, in 

3 Galbraith, American Capitalism, p. 13&. 

^"Galbraith, New Industrial State, p. 1&5• 

5 Galbraith, American Capitalism, p. 55. 
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terras of free-market doctrine, this is precisely the 

case. 

As suggested, American liberals have a deeply 

conditioned aversion to the very idea of economic power— 

they are disposed to the classical view that economic power 

is unacceptable by definition. Because the very idea of 

power makes them uncomfortable they have a strong tendency 

to deny its existence. The effects of this are plain 

throughout liberal thought. Power, being denied, is not 

studied. It is, therefore, not understood. Such self-

imposed ignorance, Galbraith argues, has led to a situation 

where liberals have most often turned the antitrust laws 

into de facto weapons against the development of counter

vailing power. Since the real nature of the economic order 

is not understood, actions are taken that bring about 

results opposite to what is desired. Thus, liberals have 

effectively enhanced the relative power of those who already 

have the most. The liberal stress on the antitrust approach 

is totally misplaced. 

Their denial of the existence of power has led 

liberals into a position where they cannot perceive that it 

is countervailing power, not price competition, which is 

the real regulator of modern industrial economies. To some 

extent, such misunderstanding involves the relationships 

^See supra, pp. 234-240, and Appendix A, especially 
p. 5&L. 
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between two or more industries. "However, the more serious 

consequences of the failure to perceive the role of counter

vailing power has been within the fabric of industry 

itself,"' the exact place where it is most viably a force 

for equalization. 

Especially under "liberal" administrations, "... 

the government scrutinizes closely mergers which might have 

the effect of"increasing the power of the individual oligop-

olist." But such mergers are usually symptomatic of the 

development of countervailing power, the merging that resulted 

in mature corporations having, in most cases, taken place 

well in the past. Typically, "the antitrust laws have been 

indiscriminately invoked against firms that have succeeded 

in building countervailing power, while the holders of 

original market power, against whom the countervailing power 

was developed, have gone unchallenged."^ While entrepre

neurial corporations are carefully watched, the real centers 

of market power, the gigantic, "respectable," mature corpor

ations are ignored. "The most important effect is to deny 

market power to those who do not have it or have difficulty 

in exercising it while according immunity to those who 

already have such power." This is the real effect of 

7 Galbraith, American Capitalism, pp. 140-141. 

Galbraith, New Industrial State, p. 1&6. 

9 Galbraith, American Capitalism, p. 141. 
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antitrust policy. "The form is prosecuted; the substance 

is exempt.""^ 

Galbraith does not comment on the point, but an 

inability to distinguish between original and countervailing 

power might not be the only reason for this. It is reason

able to think that government antitrust lawyers would find 

weaker upstarts more enticing targets than the enormous and 

established technostructures of the mature corporations, 

where the configurations of power are not only better 

protected, but far more difficult to comprehend. Such a 

preference for the more susceptible target may, indeed, not 

always be conscious. 

Galbraith is not really bothered by the fact that 

the market power of mature corporations is left alone. What 

troubles him is declaring countervailing power—the only 

effective economic counterforee to original market power— 

out of bounds and, in fact, illegal. The most blatant 

example of this kind of misapplication of the antitrust 

laws has been in the chain-store field. Emergence of the 

retail chain represents countervailing power which has 

developed in reaction to original market power in produc

tion. "Yet the position of large retail organizations has 

been not only a general, but also in some measure a unique 

^Galbraith, New Industrial State, pp. 136, 1$7. 
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object of government attack." It has been a favorite 

whipping boy for liberals, who apparently perceive nothing 

wrong with monopoly power in the productive sector. "Chain 

stores and other large buyers have been frequent objects 

of Sherman Act prosecution and are the special target of 

the Robinson-Patman Act which is especially designed to 

11 inhibit their countervailing power." 

Perhaps, although Galbraith does not suggest it, 

liberals have implicitly given up on the possibilities of 

free enterprise in production and wholesale operations, but 

still think of it as a viable concept in retail sales. In 

any event, whatever their motivations and rationale, they 

apparently do not realize that countervailing power is the 

only feasible economic check on the concentrated power of 

industrial and financial corporations. Few, if any, of 

those who prosecute chain stores perceive their own actions 

in these terms. No matter. Precisely and inescapably, 

"the effect ... is to discriminate in favor of original 

12 market power and against countervailing power." Although 

chain stores are the clearest instance, the impulse to 

knock down countervailing power wherever it appears is, 

unfortunately, a general liberal predilection. 

"^Galbraith, American Capitalism, p. 141 • 

12Ibid., pp. 141-142. 
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Woodrow Wilson, in regard to independent regulatory-

agencies which, he correctly predicts, will be "captured" 

by the industries supposedly regulated, argues that the 

general effect of the policy is to legitimatize the opera

tions of those who wield concentrated economic power, turning 
13 their power into authority. It is clear that Galbraith's 

view is similar. "... Regulatory bodies, like the people 

who comprise them, have a marked life cycle. In youth they 

are vigorous, aggressive, evangelistic, and even intolerant. 

Later they mellow, and in old age—after a matter of ten or 

fifteen years—they become, with some exceptions, either an 

arm of the industry they are regulating or senile.""^ What 

is implied is that "experts" from the industries will domin

ate the public "regulation" of themselves. 

If the legitimatizing process, implicit in antitrust 

prosecution of countervailing power while leaving original 

market power alone, is not quite as formal as that which 

takes place through the creation of regulatory agencies, the 

end result is much the same. Whatever the motivations and 

purposes of those involved, "such action has placed the 

authority of law on the side of positions of monopoly power 

15 and against the interests of the public at large." 

"^Wilson, New Freedom, p. 126, pp. 126-127. 

"^Galbraith, Great Crash, p. 171. 

15 Galbraith, American Capitalism, p. 141. 



256 
Necessity of Organization 

Given the enormous significance of countervailing 

power, it is important, Galbraith argues, to realize that 

government alone cannot bring countervailing power into 

existence. At least it never has. Throughout American 

history, whenever countervailing power has successfully 

emerged, it has been actively sought by groups of people 

who. organized to bring it about. "In the actual sequence 

of events, some measure of organization by the group them

selves [sic] must precede any very important subsidy to 
1 

their developing market power." Indeed, as has been seen, 

even those who developed original market power first 

established organizations and then, as an organized force, 

went to the state for assistance. 

The history of the New Deal is replete with evidence 

that prior organization is necessary to the development of 

countervailing power. This is demonstrated not only by 

movements that succeeded. It is, perhaps more pointedly, 

attested to by those which failed. For instance, "in the 

thirties the Farm Security Administration, an idealistic 

and imaginative effort to help.subsistence and tenant 

farmers and farm workers, largely petered out because those 

aided lacked the organization to defend in Congress and 

17 before the public the efforts made on their behalf." ' 

l6Ibid.,- p. 150. 

"^Idem. 



257 

However, groups that do organize have much going 

for them. 

. . . The group that seeks countervailing power is, 
initially, a numerous and disadvantaged group which 
seeks organization because it faces, in its market, 
a much smaller and advantaged group. This situation 
is well calculated to excite public sympathy and, 
because there are numerous votes involved, to recruit 
political support. 

And this works in both directions. Politicians who take 

the side of those seriously trying to develop countervailing 

power can expect at least a fair amount of popular acclaim 

for doing so. But, what is well known to public officials— 

at least, successful ones—must also be realized by all who 

really desire to influence policy. Clearly, "support to 

countervailing power is not endowed, ad hoc, by government. 

id It must be sought." To seek in politics, pressure, based 

on organization is required. This, in turn, must be built 

on a perception, at least among the leaders, as to what the 

interests of the group are, and of the highly organized 

nature of the economy within which it must operate. 

The initial thrust towards the development of any 

instance of countervailing power must come from those who 

are disadvantaged in terms of economic power. Organization 

is necessary prior to governmental assistance. This, 

Galbraith is convinced, will develop. As reality replaces 

the conventional wisdom in the perceptions of the American 

1 cj 
Ibid., pp. 136, 150. 
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increasingly . . . one may expect domestic political 
differences to turn on the question of supporting or 
not supporting efforts to develop countervailing 
power. Liberalism will be identified with the but
tressing of weak bargaining positions in the economy; 
conservatism—and this may well be its proper function 
—will be identified with the protection of positions 
of original power.19 

The actualities of the system will finally become the con

scious stuff of American politics. 

Poverty 

As liberals become increasingly aware of the facts, 

they will find there is much to be done. The development 

of countervailing power is far from equal or universal in 

the United States—large segments of the population are 

yet to be represented by it. "There are still some millions 
I 

of Americans who are without any organized expression of 

market power and whose standard of living and welfare are 

20 categorical evidence of the consequences." Foremost among 

these are people who are considered to be living in poverty. 

Although Galbraith does not deal directly with the problem 

of poverty in American Capitalism, his later treatment of 

21 it in The Affluent Society is directly relevant to his 

argument in the earlier work. 

19Ibid., p. 151. 

20Ibid., p. 149. 
21 
Galbraith, Affluent Society, chap, xxiii, "The 

New Position of Poverty," pp. 321-333. 
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In Galbraith's view, "one can think of modern 

poverty as falling into two broad categories. First there 

is what may be called case poverty. This one encounters 

in every community, rural or urban, however prosperous that 

community or the times." The causes of this are matters of 

personality. 

Case poverty is commonly and properly related to 
some characteristic of the individuals so afflicted. 
Nearly everyone else has mastered his environment; 
this proves that it is not intractable. But some 
quality peculiar to the individual or family involved 
—mental deficiency, bad health, inability to adapt 
to the discipline of modern economic life, excessive 
procreation, alcohol, insufficient education, or 
perhaps a combination of several of these handicaps 
—have kept these individuals from participating in 
the general well-being.^2 

The second type ". . . is what may be called insular 

poverty—that which manifests itself as an 'island' of 

poverty. In the island everyone or nearly everyone is 

poor. . . . For some reason the people of the island have 

been frustrated by their environment." In Galbraith's 

analysis, "... the causes of insular poverty . . . are 

complex and many of the commonly assigned causes are either 

excessively simple or wrong." For instance, "Connecticut, 

a state of high incomes, has few resources and a remarkably 

stony soil. West Virginia is richly endowed. Connecticut 

23 has long been rich and West Virginia poor." 

22Ibid., p. 325. 

2̂ Ibid., p. 326. In this connection, cf., Peter 
R. Gould, "The New Geography," Harper's Magazine, March, 
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As case poverty devolves from the individual person

ality, insular poverty is produced by what might be thought 

of, even though Galbraith does not so articulate it, as 

group personality. "Insular poverty has something to do 

with the desire of a comparatively large number of people 

to spend their lives at or near the place of their birth." 

They are unwilling or unable to participate in the geographic 

mobility which characterizes an industrial—and, even more, 

a technological—economic order. "This homing instinct 

causes them to bar the solution, always open as an individual 

remedy in a country without barriers to migration, to escape 
n J 

the island of poverty in which they were born." For some 

reason Galbraith ignores the overwhelming evidence of 

nonlegal, but de facto, "barriers to migration" in the 

United States. For members of certain "minorities," all 

"mobility really offers is the opportunity to move from one 

"island" to another. In regard to these people, it is at 

least questionable, in any discrete instance, whether the 

"homing instinct" is internal or imposed from without by the 

larger society. 

1969> pp. 91-100, where the author points out that among 
contemporary professional geographers "notions of environ
mental determinism can still occasionally be found, but 
responsible scholars have come to see that the way in which 
men perceive their environment (rather than the environment 
proper) may be of critical importance in explaining many of 
the patterns of human activity on the earth." Ibid., p. 96 
[italics in the original]. 

^Galbraith, Affluent Society, p. 326. 
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Galbraith does not appear to have much real interest 

in the general problem of poverty amidst affluence, and 

his treatment of its causes is rather lightweight. He notes 

that "this is not the place to explore in detail the causes 

25 of insular poverty." The fact is that he never really 

examines either insular poverty or case poverty in the 

United States beyond a very superficial level. 

He does, however, treat the problem of poverty in 

the nonindustrial nations with much more analytic depth, 

cf., as in Economic Development, and in The Triumph, in 

which the role of American foreign policy in creating and 

perpetuating poverty in Latin America is, along with other 

27 factors, examined. Both of these volumes deal only with 

poverty of the insular type. 
2$ 

As already noted, in reference to post-industrial 

societies, Galbraith does suggest that under modern condi

tions of technology there is less and less need for manual 

29 labor, and that it is useful, in such an economic 

^Idem. 

Galbraith, Economic Development, especially chap, 
ii, "The Causes of Poverty," pp. 13-22, although, in fact, 
the entire volume is devoted to the problem of poverty in 
nonindustrial nations. 

^Galbraith, Triumph, pp. 42-45 • 

2$ 
See particularly the discussion of "the imperatives 

of technology" supra, pp. 174-1$0. 

^See Galbraith, Affluent Society, chap, xxiv, 
"Labor, Leisure, and the New Class," pp. 334-34$; and New 
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situation, to distinguish between "toil" and "work." Toil 

is labor that a person finds distasteful, but which he must 

perform to survive economically. "Over the span of man's 

history, although a phenomenal amount of education, persua

sion, indoctrination, and incantation have been devoted to 

the effort, ordinary people have never been quite persuaded 

that toil is as agreeable as its alternatives." Histori

cally, the only alternative has been leisure. Now, however, 

there is, increasingly, the option of "work." Not only "is 

30 it taken for granted that it will be enjoyable" but, 

Galbraith implies in a somewhat Marxian fashion, "work" is 

labor that yields ego gratification; indeed, it is labor in 

31 which human beings discover themselves. It follows that 

"no one finds it as remarkable that the advertising man, 

tycoon, poet, or professor who suddenly finds his work 

unrewarding should seek the counsel of a psychiatrist." 

Clearly, this is not the case with the ditchdigger who is 

not gratified by his "toil." The fact is that "... the 

Industrial State, chap, xxi, "The Nature of Employment and 
Unemployment," pp. 233-246, chap, xxiii, "The Industrial 
System and the Union I," pp. 262-273, and chap, xxiv, "The 
Industrial System and the Union II: The Ministerial Union," 
pp. 274-231. In this same regard, see ibid., especially, 
pp. 234-246. Also see ibid., pp. 267-268 (for statistics 
on the subject of the kind of workers required by the 
industrial system), and pp. 275-276 (for statistics on the 
decline of trade-union membership in the United States). 

"^Galbraith, Affluent Society, pp. 335, 342. 

•^Ibid., pp. 340-343. 
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leisure class has been replaced by another and much larger 

class to which work has none of the older connotation of 

pain, fatigue, or other mental or physical discomfort 

For Galbraith, "such [precisely] is the labor of the New 

Class."32 The suggestion in The Affluent Society that "work" 

involves personal gratification and fulfillment is implicit 

in The New Industrial State when Galbraith explores the 

technostructure and the relevant motivations of identifica

tion and adaptation. That the tendency of the American 

economy is toward the closing out of opportunities to "toil" 

and the enhancement of opportunities to "work" becomes 

clear. 

Certainly, to distinguish between "toil" and "work," 

and to argue that, in the realm of "toil," unemployment is 

". . . primarily structural . . . ," while "at the same 

time . . . ," in the realm of "work," "there will be 

vacancies in positions requiring high and specialized qual-

33 ification, touch on the problem of poverty. But such 

treatment is not centrally directed towards it.' The .hard 

problems of case and insular poverty within the American 

order to economic abundance remain beyond the reach of 

Galbraith's analysis. 

32Ibid., pp. 342, 340, 342. 
33 ^Galbraith, New Industrial State, pp. 242, 243• 
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Nonetheless, in a discussion elsewhere of what he 
O. 

terms "spacious issues," ̂  Galbraith contends that "the 

first of these is the unhinged and disorderly quality of 

our urban society and the consequent squalor, delinquency, 

and crime." Following this, "unemployment is the second 

35 great advertisement of inadequacy" in the United States. 

These problems, especially unemployment, do not always 

involve.poverty. But it is inescapable that they usually 

do. Given Galbraith's theory of power, the conclusion which 

must be drawn is plain. The problems of case and insular 

poverty are "insoluable" because poor people have no organ

ization and, consequently, no countervailing power. An 

awareness of the history of "insoluable" problems is 

helpful. It clearly suggests that if and when the poor 

begin to organize, solutions to their plight will rather 

suddenly appear. 

Further Deficiencies in Countervailing Power 

If the chronically poor are ignored in American 

Capitalism, other groups without countervailing power are 

not. "These include, for example, some two million hired 

farm workers, the truly forgotten men of American life. 

. . . There are also unorganized urban workers, those on 

•^See Galbraith, Pt. I, "Spacious Issues," in 
Liberal Hour, pp. 5-76. 

•^Ibid., p. 18. 
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the fringes of the labor movement. ..." Of course, many 

who subsist in poverty are found within these two groups. 

There are also 

. . . and, perhaps most importantly of all, occupa
tional categories which, in the past, have foresworn 
efforts to develop economic power. Schoolteachers, 
clerical workers, municipal employees and civil ser
vants have generally avoided organization as 
something not quite genteel or because it was 
believed that employers and the community at large 
would recognize their importance and pay accord
ingly. 36 

Not surprisingly, in the absence of organization, 

such payment has not been forthcoming. "In addition, the 

natural leaders among white-collar workers have had, as 

ordinary workers have not, the clear alternative of obtain

ing promotion." The motivations of identification and 

adaptation have been strong among potential leaders of white-

collar organization. They have been co-opted away from such 

organization by the competing organizations of business and 

government. This, plus the white-collar antipathy to 

"unions," has resulted in the emergence of countervailing 

power by white-collar workers being enormously slowed down. 

Needless to say, "this self-denying ordinance by white-

collar workers where organization is concerned has invariably 

viewed with approval, even as a manifestation of patriotism 

and sound Americanism, by public authorities and private 

^ Galbraith, American Capitalism, p. 149* 
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37 employers." For Galbraith, to so define "Americanism" 

seriously misreads the historic realities of the American 

experience. 

37Ibid., pp. 149, 149-150. 

In regard to the difficulties of achieving white-
collar organization, see Galbraith, New Industrial State, 
pp. 266-269, where Galbraith argues that the crucial factor 
is the motivation of white-collar workers as distinct from 
that of blue-collar workers, who have traditionally organ
ized; C. Wright Mills, White Collar: The American Middle 
Class (New York: Oxford University Press, 1956); Whyte, 
Organization Man; Harrington, Life in the Crystal Palace; 
W. Lloyd Warner, "The Corporation Man," in Mason (ed.), 
Corporation in Modern Society, pp. 10o-121; Drucker, New 
Society! especially Pt. Ill, "The Problems of Industrial 
Order: Management and Union," pp. 99-150, Pt. VI, "The 
Principles of Industrial Order: Exit the Proletarian," 
pp. 229-262, Pt. VIII, "The Principles of Industrial Order: 
The Self-Governing Plant Community," pp. 2&L-316, and 
Pt. IX, "The Principles of Industrial Order: The Labor 
Union as Citizen," pp. 317-335; Moore, The Conduct of the 
Corporation, Solomon Barkin, "The Decline of the Labor 
Movement," in Hacker (ed.), Corporation Take-Over, pp. 
223-245* Paul Goodman, People or Personnel: Decentral
izing and the Mixed System (New York: Random House, 
1965), especially chap, vii, "Personnel and Persons," 
pp. 123-14$; and Peter F. Drucker, The Age of Discontin
uity: Guidelines to Our Changing Society (New York and 
fevanston: Harper4 and Row, Publishers, 1969) > especially 
chap, xiii, "Work and Worker in the Knowledge Society," 
pp. 2$7-310. 

The resistance of white-collar workers to union
ization is a problem not only for labor organizations. 
It is also, as will become more evident in New Industrial 
State, a significant problem for the theory of counter
vailing power, at least in terms of Galbraith's specific 
application of the theory to the American system. If one 
result of the general direction of the economic order is 
the decline of trade-union power, then a central element 
of countervailance may eventually be eliminated with, 
possibly, profound effects on the system. 
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Advantages of Countervailing Power for Conservatives 

An understanding of the concept of countervailing 

power reveals "... the meaning of the great expansion of 

state activity in recent decades, the expansion which 

conservatives have found so alarming and which many liberals 

3 S have supported without knowing quite why." Generally, 

Galbraith implies, even though some who wield substantial 

economic power are liberals, there is a strong tendency 

among people so situated towards conservatism. Many of them 

sense—however dimly—that the emergence of potentially 

balancing power represents a threat to their own position 

of power. They may, in fact, have cause to be alarmed. 

But they should take note of certain realities. 

"The political attitudes of those who are subject to economic 

power are rarely benign. In numerous lands at numerous 

times they have been violently the reverse." An economic 

system wherein countervailing power is allowed to develop 

and, indeed, encouraged, will be one in which the despera

tion underlying such attitudes is largely mitigated. 

Assuming that there is only a certain amount of power in 

the system, the successful development of countervailing 

power must co-opt part of the power already existing. 

Obviously, power can be lost by only those who have it. 

In the past, "those who lost power cannot be presumed to 

38Ibid., p. 151. 
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have enjoyed their loss." Quite the contrary, "there . . . 

[is] much outward evidence that they regretted it exceed

ingly. Some, however, may have lived to see that, set 

against their loss of authority, is their greater prospect 

for an agreeable old age." The basic thrust of counter

vailing power is toward stability. It works to alleviate 

revolutionary tensions. In the final analysis, even 

conservatives with entrenched and enormous economic power 

have a stake in this. "Obviously the elimination of these 

tensions is no less a goal because it has a price. It 

remains to add that there is no indication that the price 

39 has ever been considerable." 

Countervailing; Power and Decentralized 
Economic Decision 

There is, Galbraith argues, a further advantage 

to be derived from a viable system of countervailing power. 

In his view, "... any substantial degree of central 

authority over production decisions is administratively 

impossible in a community with a high, variegated and vari

form standard of living ..." such as the United States. 

For Galbraith, "centralized decision . . ."is only 
j 

. . . administratively possible where production 
is confined to a relatively small number of rela
tively standard products. . . . There is a popular 
cliche, deeply beloved by conservatives, that 
socialism and communism are the cause of a low 
standard of living. It is much more nearly 

39Ibid., pp. 147, 152, 147-
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accurate to say that a low standard of living 
makes socialism and communism feasible.40 

The problem of administration of the economy under 

conditions of affluence is of great significance. "Even 

where the concentration of control over industry is rela

tively great, the final authority over production decisions 

is held at a comparatively large number of points." This 

is illustrated, for instance, by "the decisions of the 

General Motors Corporation on the power, design, price, 

model changes, production schedules, and the myriad of 

other details . . that are involved in its operations, 

to say nothing, Galbraith would certainly agree, of the 

complexities of sales and distribution. What is being 

touched on here is far more fully developed in The New 

Industrial State. Affluence, and the technological economy 

which makes it possible, necessitates a pluralization of 

actual power. 

In light of this, capitalism, for Galbraith, is an 

admirable system. This is not to insist, he points out, 

". . . that the undisturbed private judgment ... is 

necessarily the best one; the social judgment, reflected 

in the attitudes of government, may well be theoretically 

better." However, "it has been shown . . . that technical 

development may compensate, or more than compensate, for 

^°Ibid., pp. 172, 172-173. 

^Ibid. , p. 171. 
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more evident shortcomings of private decision. . . ." 

Certainly, "... wealth provides . . . some latitude in 
i p 

these matters."4" For Galbraith, this latitude is more 

than enough. 

The need for a plurality of power is a far greater 

consideration than whatever waste there may be. 

Although little cited, even by conservatives, 
administrative considerations now provide capital
ism with by far its strongest defense against 
detailed interference with private business deci
sion. To put the matter bluntly, in a parliamentary 
democracy Isic]^3 with a high standard of living 
there is no administratively acceptable alternative 
to the decision-making mechanism of capitalism. 

This mechanism, it is plain, is not the classical idea of 

demand based on the assumption of consumer sovereignty. 

42Ibid., pp. 170, 170-171. 

^This is an excellent example of Galbraith's rather 
casual use of political language. Of course, the term 
"democracy" is employed so variously by so many people 
that any usage may be excused. As already pointed out, 
by professional political scientists—who might be expected 
to know better—the term is generally used as a "love word" 
with no clear definition, cf., supra, pp. 222-223, 232-233> 
232 n. 10. This is especially true among specialists in 
comparative government and international relations, who 
usually label as "democratic" those regimes currently in 
favor with the State Department, and as "undemocratic," or 
"authoritarian," or "totalitarian" those that are not, with 
no real attempt at precision so others can know what they 
are talking about. All one gets is a feeling that they are 
supposed to "like" certain governments and "dislike" others. 
Galbraith's use of the term "democracy" is not quite that 
uncritical, but it is close. What such usage ignores— 
or confuses—is the functional similarities between polit
ical systems. It leads to an absence of inquiry into when 
instances of democracy really exist and when they really 
do not. The overall effect is a failure of honest percep
tion. 
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It is, instead, the highly sophisticated, pluralistic, 

structure of the capitalist corporation. That socialism 

could also be pluralistic does not seem to occur to Gal

braith^ until The New Industrial State, where he argues 

that socialism and capitalism, under conditions of advanced 

li-5 technology, are functionally identical. Anyhow, the 

capitalist corporation exists. "No method of comparable 

efficiency is available to decentralize authority over 

final decisions.In the United States, at least, there 

is no practical option. 

The Need for Economic Regulation 

Under conditions of modern economics, power is a 

basic factor. The free market and, along with it, price 

competition, as a regulating device, are now, in any signif

icant sense, of interest only to the economic historian. 

Market power has rendered them obsolete. Attempts to 

dissolve this power through antitrust legislation can have 

no effect. 

Yet, regulation is necessary to prevent depression 

and, more importantly, to control inflation in a market 

where wants are created and prices administered by a few 

^Galbraith, American Capitalism, pp. 171 > 172-173* 

A.5 ^See Galbraith, New Industrial State, chap, ix, 
"A Digression on Socialism," pp. 98-108. 

t /T 

Galbraith, American Capitalism, p. 171• 
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gigantic corporations. If employment is to be full, or 

nearly full, production high, and the core value of produc

tion attained—thereby causing an inflationary condition 

where "... the demands on the economy are somewhere near 

the capacity of plant and available labor force to supply 

them"^—the only real option may be a policy of price, 

wage, and profit controls. In his earliest book, A Theory 

of Price Control, Galbraith focuses on this, using as a 

factual foundation the experience of the Office of Price 

Administration during World War II, wherein he was employed. 

"Far more than its economics . . . it is the administration 

4S of price control and its obscene politics ..." which 

lead him to conclude that such a policy should be avoided 

to the greatest extent possible. However, in the last 

chapter of American Capitalism, Galbraith warns that there 

may be ". . .no alternative, however unpalatable this 

course may seem Lto] . . . wage and price controls."^ 

There is, in Galbraith's view, only one chance to 

circumvent this. If centralized governmental "intervention" 

in the economy is to be minimized, and pluralized "private" 

economic decisions maximized, the only feasible regulator 

is countervailing power. "Given the existence of market 

^Galbraith, Affluent Society, p. 214* 

^Galbraith, Theory of Price Control, p. 74• 
AO 
^Galbraith, American Capitalism, p. 197• 
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power in the economy, the growth of countervailing power 

strengthens the capacity of the economy for autonomous self-

regulation and thereby lessens the amount of over-all 

50 government control or planning that is required or sought." 

Here is another reason why a policy which encourages 

countervailing power should be as ardently pursued by conser

vatives as by liberals. They will, however, be harder to 

convince. 

The General Policy Problem 

Certain policy implications of Galbraith's analysis 

of power in American Capitalism are plain. What is most 

needed, in place of a reflexive denegration of market power, 

is improved understanding of its substance and function in 

the American system. This is especially necessary in 

regard to countervailing power. Once power is recognized 

and understood, the difference between what the state does 

in the field of economic policy and, more importantly, what 

it should do, becomes sharply defined. "The rule to be 

followed by government is, in principle, a clear one." Even 

if it can no longer be the basis of effective policy, "there 

is at least a theoretical justification for opposing all 

positions of market power," precisely as the classical 

economists did. Under modern conditions, "there can be 

very good reason for attacking positions of market power if 

50Ibid., p. 151. 
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these are not effectively offset by countervailing power." 

But, "there is no justification for attacking positions of 

countervailing power which leaves [sic] positions of 

original market power untouched. On the contrary, damage 

both in equity and to the most efficient operation of the 

economy will be the normal consequence of doing so."''''* 

Thus, there are certain realities which must be 

perceived as central if policy is to be rational. For 

Galbraith, it is vitally important that liberals grasp 

these. He shares their normative goals, and their deep 

distrust of power. Because he does, and because he wants 

liberalism to be an effective force for reason in the United 

States, he wants its proponents to face the corporate basis 

of modern economics. Liberals must understand that "the 

mature corporation has taken control of the market—not 

alone the price, but also what is purchased—to serve not 

the goal of monopoly but the goals of its planning." They 

must further realize that "the industrial system requires 

that prices be under effective control, [that] ... it 

seeks the greatest possible influence over what buyers take 

at the established prices. And it seeks certainty in the 

supply and prices of the important requisites of production. 

. . ." Furthermore, through the large unions and training 

programs ". . . it is adding steadily to the certainty of 

^Ibid., p. 13S. 
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its manpower supply" as well as other costs. The crucial 

point that liberals must comprehend is that "all of this 

52 gives precision to its planning," and the planning ability 

of major corporations is the key to the enormous affluence 

they have produced. 

It is conceivable that oligopical concentration will 

give way to a re-institution of the classical model. For 

Galbraith, however, given the general human preference for 

affluence over scarcity, to take such a view is historically 

absurd. So is the liberal reliance on antitrust legislation 

which, in terms of its effects, is a revealing instance 

of the futility of policies grounded in social nostalgia. 

It is plain that "the practical consequences of nostalgic 

attempts to break up the large corporations are close to 

53 nil." They will continue to be so. The modern corpora

tion, with its capacity to plan production, with all that 

this implies for prices and the labor force, and, most 

importantly, its capacity to invest in technological 

research and innovation, is an enormously efficient eco

nomic institution. That it will soon be dismantled is 

unlikely. Yet, the antitrust syndrome of American liberal

ism impliedly assumes that it will. It is clearly time for 

American liberals to stop declaring the corporate essentials 

^Galbraith, New Industrial State, pp. 196, 219. 

^Galbraith, "Nature of Social Nostalgia," p. 131. 
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of modern economics out of bounds and to begin to reformu

late the economic foundation of their political thought. 

They may find that the existence of huge industrial and 

financial corporations need not necessarily be lamented. 

Indeed, "it may not be bad at all."^ 

It follows that liberals must "... view with . . . 

equanimity the extension of countervailing power in the 

55 economy." Indeed, they should view it with enthusiasm, 

and employ the authority of public policy to actively promote 

it. For Galbraith, the most important proper function of 

the liberal state in the modern world is to promote counter

vailing power. Beyond this, when countervailing power is 

required to balance original market power, and has not 

developed, or sufficiently developed, by itself, liberals 

must move to create it. 

Because of its enormous productivity, the mature, 

oligopical corporation has become the dominant institution 

of modern American economics. Yet, Galbraith insists, 

this domination is not total. "In principle the American 

is controlled livelihood and soul by the large corporation; 

in practice he seems not to be completely enslaved." If 

the countervailing power arrayed against these corporations 

is not only allowed, but actively encouraged, the dangers 

^Galbraith, New Industrial State, p. 135. 

55 ^Galbraith, American Capitalism, p. 149. 
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implicit in concentrated economic power—an indispensable 

ingredient of the technological economy—are sufficiently-

mitigated. As long as they are, the American may succeed 

in keeping his soul free of corporate control. "... The 

danger is in the future; the present still seems toler-

56 able." That it seems tolerable is clearly due to what 

countervailing power so far exists. 

In domestic affairs, the basic responsibility of 

government is to further the growth of countervailing power, 

or, more accurately, it should be. In this, the role of 

the state ". . .is neither adventious nor abnormal; the 

government action supports or supplements a normal economic 

57 process." To perceive the development of countervailing 

power as the central requisite of public policy is to 

enhance group and, in the final analysis, individual, 

liberty. At the same time, it places official approval 

on that which, in any event, is natural. 

There is evidence, Galbraith argues, which suggests 

that, in some quarters, at least, a vague understanding of 

countervailing power is emerging. The idea that, in an era 

of oligopoly, price competition is no longer a viable 

commitment, and that to pursue it only dissipates energies 

better directed elsewhere, is slowly gaining some acceptance 

56Ibid., p. 109. 

57Ibid., p. 151. 



273 

in American politics. ". . .A general distinction between 

original and countervailing power is, in fact, now made in 

the antitrust laws. ..." This reflects a broader, though 

still periferal, awareness that it is not price competi

tion, but countervailing power, which is the proper goal 

of liberal policy in the modern world. As usual in economic 

affairs, the pressure of the facts precedes theory. This 

new awareness of the vital function of countervailing power 

". . . has been forced, against the accepted current of 

ideas concerning competition, by the practical reality of 

the phenomenon itself." For Galbraith, the conventional 

wisdom cannot be discarded fast enough. 

What is most required is improved understanding of 

the processes of political economy. As those who formulate 

and implement public policy gain this, they will better 

understand not only what must be done, but what, in fact, 

they are beginning to do. They will be released from the 

shackles of free-market doctrine and, to that proportion, 

become free to act in terms of present realities. The 

essential core of these realities is market power, and the 

countervailing power which forms in reaction to it, and 

which, most importantly, must be comprehended. Certainly, 

"one is permitted to hope that a better understanding of 

5SIbid., p. 13^. 
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countervailing power will contribute to better administra-

59 tion in the future." 

The political purpose of American Capitalism is 

here revealed. Assuming liberal values, it is a purpose 

which has as its central direction the attainment of 

rational policy based on the facts. If the concept of 

countervailing power is novel to professional economists 

in the United States, it is not new in American political 

literature. Certainly, its central thrust reflects the 

normative content of all group theories of politics—a 

system wherein power is roughly shared by the plurality of 

significant interest groups which constitute the foundation 
Z *1 

of the system itself. Power must be balanced by power if 

59Ibid., p. 137. 

^Cf., James Madison, "The Federalist, No. 10," in 
Alexander Hamilton, John Jay, and James Madison, The 
Federalist: A Commentary on the Constitution of the United 
States: Being a Collection of Essays Written in Support 
of the Constitution Agreed Upon September 17> 1787> by the 
Federal Convention, with an Introduction by Edward Mead 
Earle (New York: The Modern Library, n.d.j, pp. 53-62; 
and John C. Calhoun, A Disquisition on Government: And 
Selections From the Discourse, ed. with an Introduction by 
C. Gordon Post, The American Heritage Series, No. 10, 
founded by Oskar Piest (Indianapolis and New York: The 
Bobbs-Merrill Company, Inc., 1953). 

^Cf., Madison, "Federalist, No. 10"; John Dewey, 
The Public and Its Problems (3d ed.; Denver: Alan Swallow, 
1927); Arthur F. Bentley, The Process of Government: A 
Study of Social Pressures, with an Introduction by H. T. 
Davis (new ed.; Evanston, Illinois: The Principia Press of 
Illinois, Inc., 1949); Earl Latham, "The Group Basis of 
Politics: Notes for a Theory," The American Political 
Science Review, XLVI, No. 2 (1952), 376-397; Calhoun, 
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justice is to be achieved. This, despite a fundamental 

shift in his theory of power in America, is the grund norm 

Disquisition on Government; Truman, Governmental Process; 
Robert A. Dahl, A Preface to Democratic Theory (Chicago, 
Illinois: The University of Chicago Press, i960); E. E. 
Schattschneider, Party Government, with a Foreword by 
Phillips Bradley, American Government in Action Series, ed. 
by Phillips Bradley (New York: Holt, Rinehart and Winston, 
i960); V. 0. Key, Jr., Politics, Parties, and Pressure 
Groups (4th ed.; New York: Thomas Y. Crowell Company, 1962); 
Robert A. Dahl, Pluralist Democracy in the United States: 
Conflict and Consent, Rand McNally Political Science Series, 
ed. by Morton Grodzins (Chicago: Rand McNally and Company, 
1967). 

For sub-systemic applications of group theory, it 
is useful to, cf., Oliver Garceau, The Political Life of 
the American Medical Association (Cambridge, Massachusetts: 
Harvard University Press, 1941); Samuel Lubell, The Future 
of American Politics (2d ed., revised; Garden City, New 
York: Doubleday and Company, Inc., 1956); Robert A. Dahl 
and Charles E. Lindblom, Politics, Economics, and Welfare: 
Planning and Politico-Economic Systems Resolved into Basic 
Social Processes, Harper Torchbooks; The University Library 
(New York; Evanston; and London: Harper and Row, Publishers, 
1963); Robert A. Dahl, Who Governs?: Democracy and Power 
in an American City (New Haven and London: Yale University 
Press, 1964); and--more precisely, at the congressional 
level—to, cf., Stephen Kemp Bailey, Congress Makes a Law: 
The Story Behind the Employment Act of 1946 (New York: ' 
Columbia University Press, 1950); and Bertram M. Gross, 
The Legislative Struggle: A Study in Social Combat (New 
York: Toronto; and London: McGraw-Hill Book Company, Inc., 
1953); Earl Latham, The Group Basis of Politics: A Study 
in Basing-Point Legislation (New York: Octagon Books, Inc., 
1965); and Pendelton Herring, Group Representation Before 
Congress (New York: Russell and Russell, 1967)* Within the 
political science profession, group theory is much talked 
about. But, in terms of application, it is a great deal 
more often loosely assumed than systematically employed. 

It is of interest to note that three of certainly 
the most influential figures in making group theory, at 
least in regard to American politics, the conventional 
wisdom of the political science profession, like Galbraith, 
later had second thoughts about the truth value of the 
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of all of Galbraith's writings. A society of symmetry and 

harmony is the only society where justice is possible. Such 

a society is what men naturally strive to achieve. To 

bring it about, they must confront the fact that power is 

always perennial, and realize that its only possible founda

tion is an equilibrium of power. 

group approach, cf., E. E. Schattschneider, The Semisover-
eign People: A Realist's View of Democracy "in America (New 
York: Holt, Rinehart and Winston, I960), especially chap. 
ii, "The Scope and Bias of the Pressure System," pp. 20-A-6; 
David B. Truman, Address to The 1965 Meeting of the Western 
Political Science Association and the Pacific Northwest 
Political Science Association (Victoria, British Columbia, 
Canada, March 16, 1965-March 19, 1965), and V. 0. Key, Jr., 
Public Opinion and American Democracy (New York: Alfred 
A. Knopf, 1968). 



CHAPTER 11 

INFLATION: THE UPWARD REGULATION OF AGGREGATE DEMAND; 
THE ASSAULT ON ECONOMIC BALANCE 

There are several possible leads towards under

standing the transition in Galbraith's thought as he moves 

from the theory of political power in American Capitalism 

to that of The New Industrial State. One recommends itself 

because, among those factors which have led Galbraith to a 

new view of the American power system, it focuses on what 

is perhaps most crucial in this development. This is the 

problem of "the regulation of aggregate demand."''" 

For Galbraith, the "... regulation of total or 

aggregate demand . . . [generated in the economy] is a 

matter of the highest urgency." Indeed, where there is 

abundance, nothing is more important. Upon the specifics 

of its resolution depend the direction of the twin dangers 

of modern capitalism—and, perhaps, of any technological 

order—the tendencies of the system either toward depression 

or inflation. Failure to properly regulate aggregate demand 

will seriously damage the integrity of the social and polit

ical systems—albeit, through the economic. Consequently, 

See Galbraith, New Industrial State, chap, xx, 
"The Regulation of Aggregate Demand," pp. 219-232. 

232 
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if the problem appears, at first, to be "economic," it soon 

becomes clear that . . the larger dimensions of the 

2 problem and its solution" must be found in the less certain 

realms of public policy and political power. 

Inflation 

In Galbraith's view, the real problem in the United 

States, at least since World War II, has been inflation. 

This may, at first, seem periferal to the question of polit

ical power in The New Industrial State. But upon reflection, 

the transition in Galbraith's thinking about aggregate 

demand, with a resultant change in his view of political 

power in America, is found to be locked into his overriding 

and consistent concern with inflation. This connection can 

be traced from one of his earliest publications, A Theory of 

Price Control, to its recent eventuality in his call for 

nationalization of industries deeply involved in military 

production. 

Inflation occurs "... when the demands on the 

economy are somewhere near the capacity of plant and avail

able labor force to supply them." The result is ". . . 

persistently rising prices ..." because "when supply 

cannot be readily increased, as will be the case at capacity 

production, further increases in demand are capable of 

bringing price increases." It is important, Galbraith 

2Ibid., p. 219. 
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argues, that "a distinction ... be made between . . . 

that part of the economy where, as with agriculture, there 

are many producers, and an approach to what economists 

term pure competition . . . , Lwhere] no individual seller 

controls or influences prices . . . , [and where] prices 

will move up automatically in response to the increased 

demand," as opposed to ". . . the typical industrial market 

. . . [where there is] a considerable discretion in setting 

prices. In these markets—those characterized by what 

economists call oligopoly—as capacity is approached it 

becomes possible and profitable to mark up prices." Of 

further importance is "the fact that all firms are at or 

near capacity is assurance that no firm, by holding back 

[on prices], will capture an increased share of the market. 

3 It cannot supply it." In any event, as already shown, 

oligopical corporations cannot afford the risk to the entire 

industry implicit in the act of violating the convention on 

prices. 

Effects on Production 

There are, in Galbraith's contention, several 

important consequences of inflation, all of which are adverse 

to American core values and historical political arrange

ments. First, "... inflation is . . . inimical to 

•^Galbraith, Affluent Society, pp. 214» 213, 214-
215, 215. 
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production. It rewards equally the man who produces and 

the man who holds resources out of production for their 

appreciation in money value.Since an inflationary situa

tion is highly favorable to speculators in productive 

properties, the total capacity of plant is reduced. Produc

tion is curtailed. 

Effects on Economic Security 

However, Galbraith argues, there is a value more 

fundamental than production which is violated by inflation; 

a value which, in fact, "the paramount position of produc
ts 

tion"' serves. This is the value of economic security. The 

idea that "the desire for economic security was . . . the 

great enemy of increased production" has had a long and 

hoary tradition. "Plainly, however . . . , [it] was a 

major miscalculation—perhaps the greatest in the history of 
£ 

economic ideas." As pointed out, the key to economic 

development, for Galbraith, lies not in classical notions of 

efficiency, but in modern technological innovation. Eco

nomic security, it should be noted, allows businessmen 

7 . .to invest in technology with increased confidence." 

^"Galbraith, American Capitalism, p. 19$. 

''See Galbraith, Affluent Society, chap, ix, "The 
Paramount Position of Production," pp. 121-13$. 

6Ibid., pp. 112, 113. 

^Ibid., p. 114. 
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This security, American businessmen and, particularly, 

American corporations, have strived to achieve. The enor

mous productivity of the American economy is testimony to 

the success of their effort. 

"However, this insecurity valuable though it seemed 

in principle, was cherished almost exclusively in the 

second person or in the abstract. Its need was thought 

urgent for inspiring the efforts of other persons or people 

in general, [but] it seldom seemed vital for the individual 

. . ." advocating it. This was generally the entrepreneur 

who, while acting out his part of a ". . . universal 

distaste ..." among businessmen for "... the uncertain
ty 

ties of market competition . . . ," was busily urging the 

benefits of economic insecurity on workers. 

But his message was not well received. "The develop-
o 

ment in the labor market is similar" to that in the business 

realm. Workers too, have attained a large measure of secur

ity. The effects of this have further upset the formulations 

of the classical economists. Secure workers, if statistical 

evidence is reliable,are substantially more productive 

than those who are not. 

^Ibid., pp. 92-99, 104. 

^Ibid,, p. 10S. 

10Ibid., pp. 114-115. 
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The fact, Galbraith asserts, is that "... all who 

were subject to insecurity sooner or later set about elimi

nating it as it affected themselves." But, ". . .as will 

by now be scarcely surprising, while insecurity was 

eliminated in the real world, it survived more or less 

intact in the ideological underpinning of the conventional 

wisdom and continued therein to play its all but indespens-

ible role""^ of supposedly motivating economic man and 

muddying the waters of understanding. 

But it is clear, that the imperatives of technology 

and the performance of workers who are relatively secure 

indicate that "a high level of economic security is essential 

for maximum production." Conversely, and of even greater 

importance, ". . .a high level of production is indespens-

ible for economic security." Americans, Galbraith implies, 

despite much lip-service to the contrary, fear the loss of 

economic security far more than they do the loss of produc

tion. "... The Gross National Product, roughly the total 

production of the nation . . ."is what is most lauded. 

However, the fact is that "insufficient production and 
12 

growth can be tolerated but . . . unemployment cannot be." 

An inflation which, due to the actions of speculators, 

inhibits production, does damage to this more fundamental 

value. 

1:LIbid., p. 100. 
12Ibid., pp. 115, 117, 245. 
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Effects on Economic Equality 

Another important point about inflation is that 

"it rewards not the most gifted people but the most gifted 

13 money makers." It not only reduces total production and, 

hence, economic security, especially the security of those 

on fixed incomes, but, because "it rewards the grossest and 

most material of talents . . . , it . . . is inconsistent 

with maximum useful production." The few favored by infla

tion, with their enhanced buying power, become eager 

purchasers of all kinds of luxurious accoutrements while 

most people struggle to contend with prices that are 

steadily increasing. Thus, inflation is unequal in its 

effects. "It draws resources from where they are most 

needed to serve the wants of those who have most profited,""*"^ 

those whose careers are devoted to the financial manipulation 

of production and productive properties. 

Furthermore, "open inflation . . . has damaging 

social and political effects." Because the dollar is worth 

less ". . . it is damaging to the effectiveness and integrity 

of government. ..." Additionally, due to the fact that, 

under a condition of inflation, money held by individuals 

and private organizations is increasingly either pulled 

into the high prices of consumer goods or lured into 

"^Galbraith, "Inflation: What it Takes," p. 67• 

"^Galbraith, American Capitalism, p. 19$. 
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attractive speculations in productive properties, the 

private funding of quasi-public institutions suffers. 

Consequently, ". . . it is destructive of schools, colleges, 

churches, charitable institutions—in fact all of the 

amenities which Western man has so laboriously built up 

and which permit him to describe himself as civilized." 

The many other social and political organizations depending 

on private support are similarly damaged. In its general 

effects, inflation makes more difficult the "... serious 

problems of maintaining standards of education, health, 

15 and welfare at civilized levels. . . ^ 

Effects on the "Truce" on Income Equality 

This uneven impact of inflation, Galbraith argues, 

also threatens ". . . the present compromise . . . on 

17 income equality, a truce tacitly agreed to by American 

liberals and conservatives throughout most of the twentieth 

century. This agreement is not adequately understood. In 

the conventional wisdom, "the test of the good liberal is 

still that he is never fooled and that he never yields on 

issues favoring the wealthy." In fact, "however, few things 

are more evident in modern social history than the decline 

l5Ibid., pp. 19^, 104. 

"^Galbraith, Affluent Society, p. S3. 

17 See, ibid., chap, vii, "Inequality," pp. 78-97* 
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1$ of interest in inequality as an economic issue." This is 

true not only of conservatives. It is true of liberals as 

well. 

Certainly, Galbraith declares, "the decline in 

concern for inequality cannot be explained by the triumph 

of equality. Although this is regularly suggested by the 

conventional wisdom of conservatives, and could readily be 

inferred from the complaints of businessmen, inequality is 

19 still great." Indeed, recent studies show that the 

distribution of personal wealth in the United States, if it 

has changed at all, is slightly less equal than it was in 

20 the 1920's before the collapse of the stock market. This, 

despite the enormous activity of the New Deal. 

These facts reflect and, indeed, are symptomatic 

of, the truce on equality. Rather than engage in what could 

f ' easily become a battle involving tremendous social disrup

tion, liberals and conservatives have tacitly agreed to 

..sidetrack the issue of income equality, allowing it to be /• 

mitigated by raising the general level of income through 

expansion in the total production of the economy. "In the 

advanced country . . . increased production is an alternative 

to redistribution." This, Galbraith implies, is the policy 

lgIbid., p. 32. 

19Ibid., p. 34-

20 For statistics on the distribution of income in 
the United States, see, idem. 
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adopted by most industrial nations. In America too, the 

question of income equality, "the oldest and most agitated 

of social issues, if not resolved, is at least largely in 

abeyance, and the disputants have concentrated their atten-

21 tion, instead, on the goal of increased productivity." 

The best evidence of this is the history of the 

income tax in the United States. For a long time, "liberals 

have not . . . proposed any important new steps to make the 

tax more progressive and hence more egalitarian. And conserv

atives, while they have won numerous secondary victories, 

have not been able to mount any major attack on the tax 

22 itself." This compromise continues. Galbraith does not 

cite further examples, but he clearly implies that the same 

is true of an entire array of policies affecting income 

distribution. Not only has neither side been able to 

fundamentally change things in these areas but, he suggests 

they are not really trying to upset what has become the 

established policy balance. Statements are one thing; 

actions another. Each side is content to let enhanced 

production alleviate actual and potential conflicts over the 

issue of income equality. 

21Ibid., pp. 95, 97. 

^Ibid., p. S3 • 
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This approach to the problem has been largely-

successful. "It is the increase in output in recent decades, 

not the redistribution of income, which has brought the 

great material increase, the well-being of the average 

23 man." Thus, in the United States, "production has elimi

nated the more acute tensions associated with inequality. 

This is not to claim, however, that it has resolved them 

all. 

The paramount position of production, with its 

corrolary of high employment, as the major proclaimed Amer

ican value, has served to ease the disruptive possibilities 

of both economic insecurity and economic inequality as social 

problems. It follows that "production has become the center 

of a concern that had hitherto been shared with equality 

2 5 and security." As long as production and employment are 

high or, at least, increasing, the relative social and polit

ical stability which derives from the truce can be maintained. 

It has been shown that inflation, because it encourages 

speculation in productive properties, actually decreases 

production and, consequently, employment. Furthermore, it 

23 Ibid., p. 96. For statistics on this, see, ibid., 
p. $6. 

2/<Tbid., p. 97. 

25Ibid., p. 120. 
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discourages private support for quasi-public institutions. 

Both consequences damage the value of security. In the same 

manner, they threaten the truce on equality. 

Effects on "Social Balance1' 

Inflation also makes worse what Galbraith refers to 

as ". . . the problem of social balance." American 

consumption, he contends, is already disproportionately 

weighted to the private side, while public needs starve. 

This tendency is intimately connected to the enormous stress 

on the core value of production—and its attendant system 

of want creation, emphasizing the consumption of private 

goods, while advertising very little the pressing need for 

public expenditures. It is made more acute by the fact that 

the issues of security and equality have been solved, or 

postponed, through the technique of making production for 

private consumption the most important value publicly held. 

The result is that, in the United States, ". . . in an 

atmosphere of private opulence and public squalor, the 

27 private goods have full sway." ' Americans are materialis

tic, but only in regard to private possession. An inflation, 

because it damages the integrity of government in the mind 

of the population, is detrimental to the public services 

*^Ibid., p. 255' See, ibid., chap, xviii, "The 
Theory of Social Balance," pp. 251-269* 

27Ibid., p. 257-
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that government provides. Additionally, the tax dollar, 

like all other dollars, will buy increasingly less. 

"Finally, social imbalance is the natural offspring 

of persistent inflation" because of its effect on public 

personnel. "In the private economy the firm which sells 

goods has, in general, an immediate accommodation to the 

inflationary movement. Its price increases are the infla

tion." It follows that 

the incomes of its owners and proprietors are 
automatically accommodated to the upward movement. 
To the extent that wage increases are part of the 
inflationary process, this is also true of organ
ized industrial workers. Even unorganized white 
collar workers are in a milieu where prices and 
incomes are moving up. 

This, within a relatively short time, leads to salary 

increases. "The adaption of their incomes, if less rapid 

than that of industrial workers, is still reasonably 

+ .i28 prompt." 

But the employee of the state is in a very different 

position. Although Galbraith fails to mention it, the 

fact that pay increases for public employees is a public 

question and, therefore, directly political, impedes a 

rapid adjustment to inflationary conditions. It is made 

even more difficult by the fact that private interests 

typically pressure politicians to keep public salaries down 

so that they can compete more effectively for personnel. 

*^Ibid., p. 265. 
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Given the general American preference for private over 

public—a preference deriving from the core value of mater

ial production—this is not inordinately hard to accomplish. 

In addition, and as a corrolary to this, "there will be some 

fear . . . that advances in public wages will set a bad 

example for private employers and unions." Moreover, "pay 

revision for all public workers is subject to the temptation 

29 to wait and see if the inflation isn't coming to an end." 

To do so is politically easier. 

The general result is that under inflationary condi

tions "... the opportunities for moving from public to 

private employment are especially favorable." It might 

be added that those who are not employed, and who are 

looking for employment, will gravitate to the increasingly 

higher wages and salaries within the private sector. 

Governmental agencies will have to increasingly settle for 

less qualified people. This steadily expanding differ

ential in income, Galbraith claims, is a major reason for 

"the deterioration of the public services in the years of 

30 inflation. . . . "^ It follows that social balance, already 

seriously out of kilter, becomes more so. 

Financing at all levels of government and, in 

particular, "the revenues of the federal government . . . , 

^Idern. 

•^Ibid., pp. 265, 266. 
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[place a] heavy reliance on income taxes. ..." People 

with larger incomes pay more, actually, and—despite tax 

loopholes geared to the private interests of the well-to-do 

—most often, proportionately, for public services than do 

those whose incomes are smaller. Nevertheless, "the disorder 

associated with social imbalance ..." finds its etiology 

in all elements of the population—people of middle incomes 

appear to need schools, post offices, and controls on 

pollution—and even the wealthy have some use for roads, 

airports, and soil bank programs for rice, wheat, and cotton 

not grown. But, with inflation, it is essentially the 

unrest of the poor that induces awareness; that forces the 

problem of social balance to become "... visible even if 

the need for balance between private and public sectors is 

31 still imperfectly appreciated." 

In Galbraith's view, the problem of social balance 

is far more urgent than the compromise on income equality, 

especially as this is reflected in the tax structure. He 

worries that "the truce will be broken. ..." If this 

occurs, "... the question of social balance can easily be 

lost sight of in the reopened argument over equality." It 

must be prevented. "The only hope—and in the nature of 

things it rests primarily with liberals—is to separate the 

•^Ibid., pp. 263, 26$. 
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issue of equality from that of social balance." It is plain 

that "the second is by far the more important question." 

Indeed, "the fact that a tacit truce exists on the issue of 

inequality is proof of its comparative lack of social 

urgency." Liberals, Galbraith argues, must stop striving to 

achieve economic equality by reacting to conservative 

proposals for high-income tax relief by insisting that tax 

decreases be limited to people in the middle and lower 

brackets. This position, traditionally taken by the liberal, 

has resulted in generally lower taxes—either through reduc

tions, or because the taxes are never authorized—with a 

resultant paucity of public revenues. In the final analysis, 

Galbraith points out, "the result has been to make him [the 

liberal] a co-conspirator with the conservative in reducing 

32 taxes, whatever the cost in social balance. . . ." 

The liberal, Galbraith argues, must realize that 

". . . the individual with whom he sympathizes and whom he 

seeks to favor are [sic] no longer the tax-ridden poor of 

Bengal or the first Empire but people who, by all historical 

standards, are themselves comparatively opulent citizens." 

Moreover, "... they would be among the first beneficiaries 

of the better education, health, housing, and other services 

which would be the fruits of improved social balance. ..." 

In myriad ways, "... they would be the long-run 

32Ibid., pp. 313, 313-314, 314. 
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beneficiaries of more nearly adequate investment in 

33 people. 

It follows that 

the rational liberal, in the future, will resist 
tax reduction, even that which ostensibly favors 
the poor, if it is at the price of social balance. 
And, for the same reason, he will not hesitate 
to accept increases that are neutral as regards the 
distribution of income. His classical commitment 
to greater equality can far better be kept by 
attacking as a separate issue the more egregious 
of the loopholes in the present tax laws.34 

In the affluent society, the problem of gross social imbal

ance is of far greater significance than income equality. 

It should be noted, however, that Galbraith himself insists 

that a policy of increased public services is, in general, 

one which benefits the poor more than it does the rich, or 

even those in the middle. In this sense, although Galbraith 

does not so formulate it, to the extent that inflation is 

damaging to social balance, it does de facto harm to the 

compromise on income equality as well. 

Further Effects 

Inflation acts as an inhibition on maximum produc

tion, especially useful production, and is ". . . damaging 

to the public services," the truce on income equality, 

and the pervasive human drive for economic security. But 

"this is not the whole case against inflation." It also 

33ibid., p. 314* 

-^Idem. 
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reaches into the area of foreign trade where, historically, 

"it has had a devastating effect on . . . exports and it 

has greatly and unnaturally stimulated imports." One ". . . 

consequence has been a serious and possibly alarming deter-

3 5 ioration in . . . balance of payments." The negative 

impact of inflation is ubiquitous. 

Those Who Benefit 

However, inflation is not negative for all. Under 

the modern system of imperfect competition, the oligopical 

corporations which administer their own prices and, there

fore, need not be concerned that their prices are too high 

relative to those of the "competition," are not hurt by 

inflation. On the contrary, in regard to their economic 

relationship to the rest of society, they derive an absolute 

benefit from it. So, Galbraith argues, do the large unions 

which contract directly with the oligopolies which, having 

agreed to add to their labor costs, simply pass them—and, 

usually, a little more—along to the eventual consumer. 

The same is true of the technostructures within the oligop

ical or mature corporations. Given its vital role within 

the corporation itself, its members are not adversely 

affected by inflation. 

Not surprisingly, the question of who gains and who 

loses under inflation turns on the fact of market power. 

^^Galbraith, "Inflation: What it Takes," p. 67. 
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"Those who lag, relatively or absolutely, are the weaker 

firms and the weaker unions. Also the public servants, 

school teachers, unorganized workers, and others who do not 

have effective bargaining power. Also the retired and the 

aged who have no bargaining power at all." Furthermore, 

"it breaks faith with those who save."^ The major point 

is clear. "A passenger in even a very fast automobile is 

reasonably certain of keeping up with it. A man who is 

running alongside is not so well situated." Those within 

the industrial system are not damaged by inflationary condi

tions. All others are. "The insiders are protected against 

37 loss of real income; the outsiders are not." While 

economic plenty flows to the stockholders and technostruc-

tures of the great corporations, and to what, in Galbraith's 

view, have become their trade-union appendages, inflation 

is highly damaging to most of the people in the United 

States, who exist outside the protective confines of the 

industrial system. 

Even in regard to the impact of inflation on exports, 

although Galbraith does not suggest it in this context, it 

follows from his treatment of ". . . the so-called polyglot 
3 $ 

corporation . . . that corporate diversification allows 

•^Idem. 

37 
'Galbraith, New Industrial State, p. 255. 

3̂ Ibid., p. 27. 
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productive energies to be channeled away from export 

commodities and into those slated for domestic consumption, 

thereby enabling large corporations to, de facto, largely 

escape the effects of inflation on their export production. 

Galbraith is far from satisfied by the probability that a 

small part of the enormous wealth accruing to the corporate 

sector under inflation will eventually trickle down. 

Clearly, "those who endorse an inflation of the modern sort 

are endorsing a policy of giving to the biggest and strong-

39 est and the least to the smallest and weakest." 

Effects on Countervailing Power 

A concern about inflation pervades Galbraith's work. 

It is crucial, he argues, that "... one point above all 

. . . be seen with clarity. The modern inflation is not 

neutral. Because of its inevitable identification with 

economic strength, it is inequitable, regressive, and 

reactionary."^ For these reasons, it is socially and 

politically disruptive. But inflation is more than this. 

It is truly the bete noir of American economics in the 

technological or post-industrial age, not only because its 

consequences largely account for much of the turmoil so 

rampant on the American scene, but because, in deeper terms, 

"^Galbraith, "Inflation: What it Takes," pp. 66-67. 

^Ibid. , p. 67. 
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it threatens the integrity of the system itself, and the 

economic, social, and political institutions which have 

long characterized it. 

This is because there is one final affect of 

inflation. Given Galbraith's theory of power in American 

Capitalism, it is clearly the most significant. This is 

the impact of inflation on countervailing power. A system 

of countervailing power, Galbraith argues, depends upon the 

assumption that "the firm cannot with impunity pass . . . 

along higher costs to customers." Those who hold market 

power must be in a position where they really have to 

bargain with each other. Precisely for this reason, counter

vailing power operates not only in the interest of those 

with market power but, through its function as the principal 

stabilizer of the economy, in the interest of the general 

public as well. This regulation of the economic order is 

automatic. But, "when there is an excess of demand . . . 

the self-regulating mechanism ceases to be effective."^" 

There is no elasticity in demand. Increased costs are, with 

impunity, passed on to consumers—even if, as shall be shown, 

one of the major consumers is the state. 

Inside the industrial system, the demands of the 

strong unions will be met by the oligopical corporations, 

because they prefer this to losing business in an 

^Galbraith, American Capitalism, pp. 132, 190. 
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inflationary market where price increases are easily 

absorbed. The added cost of production—plus a little more 

—is passed along to the sufficient number of consumers who 

can afford the price, and for whom wants are urgent enough 

to pay it. Consequently, "as demand for goods increases, 

and becomes increasingly inelastic, those who are exercising 

countervailing power on behalf of buyers are no longer able 

to make their power effective." The result is a seller's 

market. In short, "countervailing power is not exercised 

uniformly under all conditions of demand." In fact, "it 

does not function at all when there is inflation or infla

tionary pressure on markets.All the market power in the 

system moves to those with something to sell. The inherent 

balance of the system is lost. 

One certain effect of inflation is to negate the 

economic operation of countervailing power. As this occurs, 

the capacity of the system to alleviate social and political 

tensions is also destroyed. Social and political harmony 

which, for Galbraith, is the greatest advantage of counter

vailing power, and the basis of his advocation of its 

further development as major public policy, is totally 

undermined. Because inflation erodes countervailing power, 

it literally endangers the status quo in the United States. 

In the final analysis, its thrust is revolutionary. A 

2̂Ibid., pp. 190, 12$. 
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system in which the power balance falls apart will not, 

Galbraith implies, continue to obtain consent for very long. 

It is instructive, he suggests, that "no democracy [sic] 

that has experienced a severe or long-continued inflation 

has survived wholly intact."^ Sooner or later, one way or 

another, it will be replaced. In some form, that which, 

for Galbraith, is highly undesirable, centralized control 

of the economic order, will come into being. 

43Ibid., p. 198. 



CHAPTER 12 

INFLATION: THE FUTILITY OF THE "ACCEPTABLE11 SOLUTIONS 

If not quite of the magnitude of war and peace, 

inflation, for Galbraith, is the most important domestic 

policy matter confronting the United States. Simply, the 

system must solve the problem of inflation in order to 

survive. 

The Production Solution 

There are, in Galbraith's view, several conceivable 

approaches to that solution. There is, he points out, 

first of all, an . . almost inevitable temptation to 

regard increased production as a remedy for inflation." 

Although Galbraith does not mention it in this context, 

this is the core of the classical solution to inflation. 

Such "... first thoughts on the matter are wonderfully 

simple and forthright. If inflation is caused by output 

pressing generally on capacity, then one need only get more 

capacity and more output and thus insure that this tension 

no longer exists." This ". . .is perhaps the commonest 

error in contemporary attitudes about inflation . . . 

dovetailing as it does with the values of production and 

economic security, as well as with the compromise on income 

305 
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equality. But that it will not work is a . . point 

. . . well understood by economists.""'' 

For one thing, "... additional all-round produc

tion, even when it can be obtained from existing capacity, 

will pay out, in wages and others costs, the income by 

which it is bought." Moreover, "... wants do not have an 

origin that is independent of production," but "... are 

nurtured by the same process by which production is 

increased." It follows that "... the effect of increased 

production from existing plant capacity is . . ." not only 

"to increase also the purchasing power to buy that produc

tion . . . ," but to exacerbate the creation of ". . . the 

desires which insure that the purchasing power will be 

2 used." This point, of course, continues to elude most 

economists. 

Lastly, and most basically, "if production is at 

capacity, increased output will naturally require an increase 

in capacity. The increased investment that this implies 

will, in the form of wages, payments for materials, returns 

to capital and profits, add to purchasing power and the 

current demand for goods." Indeed, "it does so before the 

added capacity resulting from the investment is in place 

to meet the demand." The result is to add ". . .to the 

^"Galbraith, Affluent Society, p. 215. 

^Idem. 
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pressure on current capacity—and to the prospect for 

3 inflationary price increases." 

An attempt to deal with inflation through the 

purely "economic" approach of increasing production must, 

in Galbraith's view, fail. "A cat chasing its own tail 

may, by an extraordinary act of feline dexterity, 

on occasion succeed in catching it. To overcome inflation 

by increasing production, while superficially similar, will 

not so often be successful."^* Inflation cannot be controlled 

through "economic" techniques. It requires the "interven

tion" of "politics" and state policy. 

Antitrust Policy 

One possible approach is to make inflation profitable 

to none by dismantling the major corporations through 

antitrust legislation, with corollary administrative and 

judicial actions. This, as already shown, is, in Galbraith's 

view, useless because the human penchant for material 

abundance, and the realities of the economics of affluence— 

in particular, the imperatives of technology—will not allow 

any significant resurgence of price competition and the free 

3Ibid., pp. 115-116, 116, 216. 

^Tbid., p. 216. 
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market. The facts of economic history are obstinate. They 

are, moreover, moving in the opposite direction. 

Monetary Policy 

Besides the antitrust approach, only two other 

policies regarding inflation are "acceptable" in the United 

States. The first of these is monetary policy. This 

involves the "heating up" or, in the case of inflation, the 

"cooling down," of the economy through manipulation of the 

interest rates on loans. Under inflationary conditions, its 

ostensible effect is to discourage consumer demand and the 

availability of capital for investment. The idea behind 

this policy is rooted in Say's Law. According to this, 

when demand is pressing production and capacity, an increase 

in interest rates will attract money away from consumption 

and into savings which, through the banks, will be trans

lated into venture capital. The result is an increase in 

production and a downward trend in the prices of the now 

more plentiful commodities. "In the world of Jean Baptiste 

Say, the prices of goods would fall; the increased saving 

would be offset by the increased purchases of other people 

^It should be noted that the use of the term 
"bank," in this sense, is a modern addition. For Say, and 
all in the classical tradition since his time, banks are 
viewed not as investing operations but as savings institu
tions. In fact, within the model, those who save and those 
who invest are assumed to be identically motivated by the 
rate of interest. 
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at lower prices." On the other hand, when there is too 

little demand for available production, lowering the inter

est rates will attract the money supply away from savings 

and investment and into consumption at the presently lower 

prices. The effect will be to bring prices back up as 

demand for available goods increases, and the further 

production of these goods is effectively held back. Thus, 

would the classical economists deal with the problems of 

inflation and depression. 

There is a glaring confusion in this, one which, 

for some reason, Galbraith fails to note. To contend with 

modern inflation, both consumption and investment must be 

curtailed. While the classical approach holds down consump

tion, it actually increases investment. Indeed, this is 

precisely what it is supposed to do. The reason for this 

apparent contradiction can be found in the classical 

assumption of scarcity. When this assumption corresponds 

to reality, an increase in production will work against 

inflation. But, when an economy is characterized not by 

scarcity, but by affluence, an increase in production will 

have no effect on an inflationary trend except, given the 

phenomenon of want creation, actually is not too little 

fL 
Galbraith, New Industrial State, pp. 221-222. 
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production, but the distribution of too much in certain 

7 industries. 

This aside, however, Galbraith does strongly attack 

"the monetary illusion," so termed because, in his view, 

under contemporary.economic and political realities, it 

cannot possibly work. First of all, he argues, when large 

corporations borrow, they will, because of the magnitude 

of their lending, receive a substantial discount on the 

interest rate. "The attractiveness of the large firm as a 

bank customer . . ." is an important consideration. So is 

. its ability to go directly to the market for funds 

. . ." through a new stock issue. Both factors "... 
q 

help to exempt it from the effects of the policy."7 Not 

only will the impact of monetary policy be minimal on the 

industrial system—which is, already, the only beneficiary 

of modern inflation—but, since the corporations within it 

get preferred treatment on loans, the real effect of the 

policy is to give them an even greater advantage over smaller 

firms that are forced to borrow for purposes of investment."^ 

"^See infra, pp. 333—337-

See Galbraith, Affluent Society, chap, xvi, "The 
Monetary Illusion," pp. 226-238. 

Q 
'Galbraith, Affluent Society, p. 235• 

"^Another monetary device is a policy which stipulates 
that a certain proportion of deposits held by a bank must 
be on hand, the exact percentage to vary as those in 
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It is even more realistic to think that, under 

inflationary conditions, mature corporations will not have 

to borrow at all—at least for quite a while. "... When 

demand has been growing and the economy is at or near 

capacity firms in the oligopical sector are likely to have 

a reserve of unliquidated gains.""''''" An enormous reservoir 

of potential venture capital has been created through the 

high returns implicit in administrated prices and, as will 

12 be shown, the holding down of dividend payments on stocks, 

while making sure that what is paid out is enough to keep 

the stockholders content and inactive. 

Surely, Galbraith argues, "if one of the motives 

for developing an internal source of savings is to free the 

firm from the uncertainties of the interest rate, it is 

evident that the decision on this saving will not be affected 

by the rate of interest." When it needs capital for invest

ment , the mature corporation simply borrows the money from 

itself. "Having contracted out of the money market, it will 

authority, probably members of the large banks, determine 
that it should. Given the investment function of the modern 
bank, the effect is to encourage or discourage the develop
ment of venture capital. This idea is not specifically 
mentioned by Galbraith. But it clearly fits the monetary 
philosophy of keeping decisions regarding economic policy 
in the hands of the central bankers, to the greatest extent 
that this is possible. 

^Idem. 

12See infra, pp. 353-355, and 35S-359. 
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13 not be affected by the money market." J As Lenin suggests, 

the producing institutions have become financial institu

tions as well,"*"^ capitalizing their own ventures and, 

indeed, lending money, at the now higher rates, to smaller 

producers.' Monetary policy can have no effect on such 

institutions. Able to exploit the general market prices 

that reflect the higher interest rates, the actual effect 

of monetary policy on the giant corporations is to put them 

further ahead of smaller firms struggling to stay in the 

market. In no sense, does it discourage their productive 

operations. 

Furthermore, since oligopical corporations function 

in accord with price conventions, they can "... simply 

pass higher interest charges along to the consumer." If 

there is increased consumer resistance to higher prices, 

"this increase can easily be offset by a lengthening of 
1 r. 

the term of repayment." This is especially easy for 

13 ^Galbraith, New Industrial State, p. 42. 

"^Lenin, Imperialism: The Highest Stage of Capit
alism. It has been suggested that Lenin is not consistent 
about this, supra, p. 171 n. 14. At times, he argues that 
the banks control the producing corporations. But, in the 
same volume, he also claims that the producing corporations 
have absorbed the financial operations of the banks and, 
in fact, have become banking institutions as well as 
producing institutions. In any event, the effect is the 
same—not only does the bourgeois class control both but, 
more to the point here, the financial and producing func
tions are integrated. 

"^Galbraith, Affluent Society, pp. 235> 232. 
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companies large enough to carry their own paper, and which 

can thereby receive additional income from the interest 

charges. Those who run the mature corporations know full 

well that a few extra dollars, or a few more payments, or 

both, is hardly noticed by most consumers for whom wants are 

urgent. 

Additionally, and vitally, "a shrinkage in consumer 

borrowing will merely be a warning to those concerned with 

the synthesis of consumer demand to increase their efforts." 

As already demonstrated, it is Galbraith's view that the 

general effects of want creation are enormously underesti

mated by most analysts of the market. Nonetheless, reality 

persists. An increase in advertising effort will result in 

more demand at the precise moment that prices are going up 

in response to whatever effects are actually felt from 

higher interest rates. For instance, "during the period of 

active monetary policy in the early fifties, increased 

interest charges were regularly followed by large increases 

in consumer loans." This, Galbraith contends, should be 

expected. "There is no chance that monetary policy can 

have even a minimal effect on consumer demand while its 

conflict with the machinery of consumer want creation 

remains unresolved and, in degree, even unrecognized, 
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and while . . . [American values] concede the paramount 

importance of the latter. 

Actually, Galbraith claims, "... there is, in 

fact, considerable agreement that monetary policy does not 

make any effective contact with consumer borrowing and 

17 spending," except, it might be suggested, to indirectly 

increase both. Patently, it does not inhibit the production 

schedules of oligopical corporations. Even its effect on 

lesser companies is minimal. Indeed, if an impact was 

really felt, there would be trouble. What Galbraith seems 

to suggest is that monetary policy is in the same category 
1 d 

as "the no-business meeting. ..." Both are employed 

when there is substantial insistence that "something simply 

must be done" about a certain condition, in this case, 

inflation, and when those in charge of "doing something" 

either prefer not to act, or perceive themselves as power

less to do so. 

"Oddly enough, those who set the greatest store by 

monetary policy—bankers and businessmen—are often those 

who are most inclined to emphasize the importance of 

production and to view increases in output with most 

l6Ibid., pp. 231, 232. 

17Ibid., pp. 232-233-

lS Galbraith, Great Crash, p. 145 > see infra, pp. 234-
235 and citation infra, p. 234 n. 12. Also see ibid., pp. 
144-et passim. 
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satisfaction." It is evident that "monetary policy seeks 

to prevent price increases by cutting down on the investment 

by which productive growth is made possible and sustained." 

However, Galbraith argues, ". . .if individual firms were 

prevented by the policy from making the investment which 

seems to them wise and profitable, there would, of course, 

be objection.""^ The only way they can sustain their 

philosophy is through doublethink, or some other suitable 

technique. 

The successful application of monetary policy to 

inflation, because it decelerates production, is also 

destructive of the drive for economic security and the truce 

on income equality. Moreover, "there must always be the 

danger that monetary policy, if pressed to the point where 

it will stabilize prices, will reduce investment to the 

point of causing a serious depression." Thus, "it will be 

evident . . . that in relation to the problem of inflation— 

the endemic problem of the affluent society—it is dangerous 

to the degree that it is effective." But, there is reassur

ance in the fact that "... the conflict rarely reaches 
20 the acute stage." Those who push monetary policy never 

do so to the extremes necessary for it to have any effect. 

"^Galbraith, Affluent Society, pp. 233 > 234 • 

20Ibid., pp. 233, 234. 
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Fiscal Policy 

"Apart from monetary policy, fiscal policy is the 

only device for dealing with inflation that currently has 

21 standing in the conventional wisdom." As is well known, 

the fiscal approach is associated with the ideas of John 

Maynard Keynes. "The essence of the Keynesian formula 

consists in leaving private decisions over production, 

including those involving prices and wages, to the men who 

now make them." Policy ". . .is brought to bear only on 
22 

the climate in which those decisions are made." 

The basic techniques of fiscal policy are simple. 

. .In times of depression, increased government expendi

tures or decreased taxation will cause or allow an increased 

demand. The resulting business decisions on production 

and investment, though quite uncontrolled, will result in 

23 increased production and employment." Inflation is con

trolled by reversing the policy. "The government taxes 

more than it spends. This difference is not spent." The 

result, while preserving private decision which, as already 

indicated, is preferable for Galbraith, ". . . is a net 
2 L 

reduction in the spending of the country as a whole." 

21Ibid., p. 245. 
22 
Galbraith, American Capitalism, p. 17$• 

23Idem. 

^Galbraith, Affluent Society, p. 239. 
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It is clear that "... Keynes did . . . provide a 

plausible solution to the problem of deflation and depres

sion. ..." However, Galbraith points out, "a situation 

in which propping of demand rather than restraint is required 

is . . . far more fortunate than most people, including 

most economists, have ever suspected." American businessmen 

and economists, long "... subject to the depression psycho

sis," have not really looked very deeply at fiscal policy 

in its anti-inflationary role. Essentially, "the problem 

of controlling inflation has been dismissed, far more 

frequently than has yet been realized, by the assumption 

that it requires measures that are equal and opposite of 

25 the depression remedies." ^ 

Certainly, "in principle the Keynesian system is 

symmetrical. . . . Deflation and unemployment is the equal 

and opposite ... of inflation." But "... economists no 

less than others," have failed to notice that, actually, 

. the application of Keynes' formula to the economy 

is not symmetrical." Indeed, preoccupied, as they largely 

still are, with the threat of depression, they never 

perceived that "in practice, the Keynesian system was never 
O A 

really accepted as symmetrical" by those in positions of 

25 Galbraith, American Capitalism, pp. ISO, 1$5, ISO, 
l&L. 

26Ibid., pp. 74, 75, ISO, 75-
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authority who were actually responsible for public deci

sions . 

For Galbraith, usually typed as a thoroughgoing 

Keynesian, the symmetry of fiscal policy does not extend 

beyond its own abstractions, and into application, because 

other factors intrude. These are factors which have been 

too little appreciated by liberal businessmen and by econo

mists, most of whom are liberals. They have, however, been 

well understood by public officials, liberal and conservative 

alike. Because of these factors, it is Galbraith's conten

tion that the fiscal approach is effective only as an 

antideflationary policy. "It does not deal equally well 

27 with the problem of inflation." 

To better understand the problem, it is useful to 

take notice of what, in Galbraith's view, is the most 

successful instance of fiscal policy in the United States, 

viewing it as ah example of what such policy is all about. 

This is the progressive income tax. Although its enactment 

by the Congress actually preceded the influence of Keynes, 

the operation of the progressive income tax is, aside from 

its success, notable because it is probably the most 

perfect application of the Keynesian formula yet devised. 

27Ibid., p. 180. 
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Conservatives, Galbraith asserts, have traditionally-

viewed the progressive income tax as a vile attempt to 

equalize the wealth. This, undeniably, is one of its 

tendencies, although, at least to this point, it has not 

gone very far in this direction. However, Galbraith 

suggests, what conservatives, and most liberals, fail to 

appreciate is the real function of the progressive income 

tax. On the one hand, as incomes grow the tax rate 

increases. In the opposite event, "as incomes fall the 

personal tax, through the mechanism of the progressive 

rates, automatically reduces itself." It follows that 

"the personal income tax, since it.reflects the movement of 

people up to higher or down to lower tax brackets, has a 

very strong tendency to increase or reduce itself at 

29 
precisely the time when such changes are in order." 

One result, although Galbraith does not formulate 

it in this way, is to "artificially" ensure the operation 

of Say's Law regarding the money supply through the "inter

vention" of public policy. "The income tax . . . taps and 

insures spending where this is intrinsically the least 

30 certain." Money is kept in the hands of people who must 

spend it. At the same time, it is taken away from those 

p d 
Galbraith, Affluent Society, p. 31$-

29 Galbraith, American Capitalism, p. 182. 

"^Galbraith, Affluent Society, p. 31$• 
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who, having much, may hoard some, and is put back into the 

economy through public spending. Properly employed, the 

progressive income tax is a fiscal instrument which counters 

both deflationary and inflationary trends. 

The control of the money supply requires the regula

tion of aggregate demand. Taxation is central to this. 

"The taxes that render this service are the personal and 

corporate income taxes." In Galbraith's view "both are 

admirably designed to regulate demand. ..." In short, 

. . . the personal income tax takes an increasing 
proportion of increased income and so acts progres
sively to curtail demand as income rises. In the 
opposite case of declining income, the yield of 
the tax reduces itself more than proportionately 
as people move off the tax rolls or to lower 
brackets. It thus releases an increasing share of 
income for spending.31 

Corporation taxes have a like effect, especially 

when the trend is inflationary. "Although the corporation 

income tax is levied at approximately fixed percentage 

rates, its effect is similar for, with rising income, 

corporation earnings rise very rapidly—much more rapidly 

than any other class of income." Galbraith does take note 

of the fact that oligopical corporations can pass the cost 

of heavier takes eventually on to the consumer. But he 

does not seem bothered by the fact that, when the trend is 

inflationary, corporate savings grow much faster than the 

amount paid out in additional corporate taxes. In his view, 

•^Galbraith, New Industrial State, p. 227. 
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the system works well. Under it, when the general tendency 

is towards inflation, . .an increased share of all 

income is subject to . . . tax" of one kind or another. 

"The reverse is . . . true when national income falters or 

falls."32 

Income Tax, Money Regulation, and Aggregate Demand 

Such taxation policies are of great value to the 

industrial system. The ability to plan is the most vital 

imperative of technological production. To have this 

ability, oligopical corporations must be able to forecast 

the future condition of the money supply. This involves 

the regulation of capital which, in turn, requires the 

regulation of demand. 

To some extent, by controlling specific demand 

through the techniques of want creation, the corporations 

can do this for.themselves. But the possibilities of 

deflation and too much inflation, both, as will be seen, 

intolerable to the technostructure, remain because control 

over demand and, consequently, the money supply is not great 

enough. "The lurking threat of these discomforts . . . 

requires that on one hand the industrial system have 

machinery for ensuring that savings are used and on the 

33 other that use is limited to the savings that are available." 

32Idem. 

33Ibid., p. 43• 
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It is plain that "such machinery has come into use 

in all industrial countries in modern times." To regulate 

demand on an adequate scale—the regulation of aggregate 

demand—mature corporations have turned to the taxing and 

spending authority of government. "The state uses its 

power over taxation and expenditure to provide the balance 

between savings and their use that the industrial system 

cannot provide for itself." In so doing, "it supplies the 

missing element in the planning of savings" throughout the 

entire economy, allowing an intelligent forecast about the 

direction of the money supply. "This is an integral neces

sity of modern industrial planning.It is brought about, 

in part, through the taxes that the oligopolies themselves 

pay out. But the principal instrument of its accomplish

ment is the progressive income tax. r 

. . . The income tax is also—a much neglected 
point—the great buttress of income inequality. 
The rich man no longer has the embarrassing task 
of justifying his income on grounds of superior 
morals, ability, diligence or higher natural right. 
He need only point to the tax he has to pay. And 
the man of modest income now reflects that his 
relative poverty saves him a terrifying tax bill.35 

This clearly reinforces the truce on equality and, in so 

doing, provides further evidence for Galbraith's major 

point, which is that, despite the egalitarian motivations of 

many of their liberal proponents, and that they "... 

•^Idem. 

3 5 Galbraith, American Capitalism, p. 1$2. 
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were, in fact, originally designed to raise revenue and 

induce a greater measure of equality in income distribution 
o /I 

. . . ," the real significance of "income taxes and 

especially the personal income tax . . . [is found in] their 

37 role as built-in stabilizers of the economy." 

Conservatives might do well to realize that the 

progressive mechanism "... works silently and automati

cally on the side of economic stability." It functions in 

a manner that tends to mitigate the desire for more funda

mental change in the system. Indeed, Galbraith argues, "it 

is doubtful ... if any single device has done so much to 

secure the future of capitalism as this tax." Instead of 

resenting and attacking the progressive income tax, 

"conservatives should build a statue to it and to its 

inspired progenitor, President William Howard Taft." In 

Galbraith's view, this would be unlikely to upset Keynes 

who, ". . .a self-made millionaire, sought for nothing 

so earnestly as to save liberal capitalism."-^ 

The Politics of Fiscal Policy 

Not only do members of the technostructure—liberals 

and conservatives alike—perceive the value of the 

"^Galbraith, New Industrial State, p. 227. 

^^Galbraith, Affluent Society, p. 31$. 

3 S Galbraith, American Capitalism, pp. 1$2, ISO. 
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progressive income tax to further their own interests, but 

the fact is that all "the basic tenets of Keynesian policy 

have been embraced, though . . . without invoking the name 

of Keynes . . . ," by many American conservatives, both 

within and without the industrial system. While frequently 

seizing the opportunity to publicly proclaim their ideolog

ical opposition, they have tacitly—and perhaps, at times, 

even unconsciously—gone along with the "... enlightened 

39 conservatism" of Keynesian fiscal policy. Primarily 

because of this, the fiscal approach to "the regulation of 

demand became a recognized public policy during the 

thirties,"^ and has remained so ever since. Indeed, 

Galbraith argues "were acceptance of Keynes completely 

unanimous it would be unfortunate for his followers." 

Regarding ideology, "they have long been able to wear a 

mantle of radicalism that has been unique in all history 

for its comfort."^" The antidepression policy of the 

national government during the Great Depression, and its 

consistent employment since that time, is testimony to this. 

But, ideology aside, it is a "radicalism" which is not 

really suitable for handling inflation. 

39Ibid., p. 180. 

^Galbraith, New Industrial State, p. 223. 

^"Galbraith, American Capitalism, p. 180. 
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The reasons for this are not economic. They are 

political. When dealing with deflation and depression, it 

is relatively easy for public officials to lower taxes and, 

simultaneously, increase public expenditures. But, when 

coping .with inflation, it becomes politically difficult to 

increase taxes while trimming, or completely cutting out, 

government programs. For those whose ox is being gored, 

it is not a popular idea—even if it is in the "public 

interest." That subsequent election returns will reflect 

this distaste is too probable for most politicians to face 

with equanimity. Depending on exactly which programs are 

curtailed or dropped, "the policy strikes with especial 

force not only on particular people but also on particular 

politicians."^ They will try to shift the burden to 

others, who will react in kind. The attempt to deal with 

inflation through fiscal policy is not looked upon 

kindly by many people in public office. 

Among many liberals "in the thirties it was gener

ally believed that aggregate demand might be regulated by 

increasing or decreasing government spending, the level of 

taxation remaining the same." However, even when the tax 

side of the policy is dropped, the political problem 

remains. Those who urged using only one side of the fiscal 

^Galbraith, Affluent Society, p. 2^5* 
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approach soon found that starting a program is one thing, 

ending or slowing it down another. "Like private consump

tion, any new public service quickly becomes part of the 

accustomed standard of living. Once given, support to 

schools or hospitals or parks or public transportation 

cannot be readily withdrawn." It is true that "nonrecurrent 

expenditures, notably for public works, can be curtailed by 

the device of not starting new ones. But this takes time 
I O 

and such expenditures are also rather slow to take effect." 

They have little impact on inflation. Furthermore, they 

still entail a certain degree of the same political danger 

that attends the trimming or elimination of existing 

programs. 

"The alternative is to have a permanently high 

level of public expenditures. This in turn must be 

supported by taxes that increase as incomes increase, thus 

curtailing demand, and fall as incomes fall, thus releasing 

spending to support demand.Once again, in countering 

to inflationary trends, only half of fiscal policy is being 

put into operation. It is simply a reversal of the earlier 

attempt. Instead of the spending side of the policy, it 

is the taxation side which is employed. 

^Galbraith, New Industrial State, p. 226. 

^Idem. 
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"This alternative has been adopted." Indeed, it 

has become the foundation of contemporary liberal economic 

policy. There is much evidence to support this. "Since 

World War II, government spending has been increased in 

periods of recession or stagnation." This, taken by itself, 

is a standard Keynesian approach to such problems. "But, 

overwhelmingly, reliance in regulating demand has been on a 

continuing high level of public outlays supported by . . . 
h c 

a self-adjusting level of taxation." ^ The growth of public 

spending has continued unabated, regardless of whether the 

direction of the economy has been deflationary or inflation

ary. In using only the taxation side of fiscal policy to 

control inflation, liberals have actually placed the entire 

burden of dealing with inflation on the progressive income 

tax. It is, of course, politically acceptable. But, in 

Galbraith's view, it is inadequate. It is also impressive 

evidence that the application of the Keynesian formula is 

politically difficult—if not impossible—under inflationary 

conditions. 

There are, Galbraith argues, further political 

ramifications. "Fiscal policy becomes effective only as 

the reduced demand brings output below the current capacity 

of plant and labor force." Like monetary policy, the 

if5Ibid., pp. 226, 226-227. 



323 

fiscal approach, when successful in checking inflation, 

decreases production and introduces substantial unemploy

ment. As with monetary policy, the effects on economic 

security are destructive. The same is true of the compro

mise on income equality. Moreover, it further impairs the 

social balance. If the policy is pressed as an anti-infla

tionary device, the consequence may well be social turmoil 

and even upheaval. It is no wonder that when "... faced 

with a choice between unemployment and price increases the 
i Z 

liberal politician unhesitatingly condemns both."^ Nothing 

else could reasonably be expected. 

^Galbraith, Affluent Society, pp. 243, 245• 



CHAPTER 13 

INFLATION: THE NEW REALITIES AND THE NEW DIRECTION 
OF GALBRAITH'S INQUIRY 

Many conservatives have—at least, tacitly and, in 

some cases, overtly—adopted the fiscal approach. But most 

have not. It remains generally true that "in the political 

spectrum of modern economic policy, monetary measures are 

the instruments of conservatives." On the other side of 

the ideological spectrum, "the weapon of liberals is fiscal 

policy."^ What is really involved here, Galbraith implies, 

is less the question of the viability of the respective 

policies, and much more the question of who will make policy 

decisions. 

The Liberal and the Conservative Position 

Monetary policy, and "... the mystique of central 
p 

banking," have long been preferred by conservatives, "for 

it meant that bankers through the central bank stood at 
*3 

the apex of economic influence." Policy "... emerges in 

the measured and orderly discussion of men of quiet and 

"^"Galbraith, Affluent Society, p. 239* 

^Galbraith, Great Crash, p. 32. 

^Galbraith, Affluent Society, p. 227. 

329 
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dignified mien, each at his accustomed place around a 

handsome table in a richly paneled and richly draperied 

room. These men do not issue orders; at most they suggest." 

Furthermore, "because the meanings of their actions are not 

understood by the great majority of the people, they can 

reasonably be assumed to have superior wisdom." Regardless 

of frequently "... startling incompetence,"^" those 

involved are fully certain of their superior capacity to 

wield the authority that results in public policy. The 

". . . power . . ."to control economic policy is ". . . 

not won by the crude, uncouth, and uncertain process of 

soliciting votes." Instead, as is proper, it is ". . . the 

direct reward of financial achievement and wealth."^ 

Liberals, on the other hand, have been willing to 

rest economic policy on the ultimate judgment of the ballot 

box. This has been especially so in an era when the 

problems of deflation and depression have been perceived 

by most people as paramount, and when the twin fiscal 

antidotes of lower taxes and, more importantly, large state 

expenditures, have dovetailed nicely with political popu

larity—and election—in most constituencies. Although 

Galbraith does not suggest it, the counterposing of fiscal 

policy against monetary policy would seem to be no small 

^Galbraith, Great Crash, p. 32. 

^Galbraith, Affluent Society, p. 227. 
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reason that liberals in the twentieth century have wrested 

national authority away from the modern successors of the 

Whig tradition. 

The struggle for authority between liberals and 

conservatives notwithstanding—throughout the twentieth 

century, taking the form, in a gross oversimplification, of 

the rivalry between the Democratic and Republican parties— 

Galbraith's major point is that the solution which each 

faction advances to combat inflation is, in the final anal

ysis, useless. Neither, in his view, is likely to work: 

monetary-policy, for reasons basically "economic," corporate 

and, in part, "political"; fiscal policy, which is "econom

ically" quite "sound," but which cannot succeed because of 

inescapable "political" considerations. In the United 

States, when the trend is inflationary, the "acceptable" 

solutions are no solutions at all. In fact, if not used 

£ carefully, they can further complicate the problem. 

The Transitional Point 

This much of Galbraith's view, while somewhat complex 

can, when unravelled, be clearly attributed to him. The 

See Frank Mankiewicz and Tom Braden, "National 
Scene: Casualties of the Inflation War," San Francisco 
Examiner and Chronicle: Sunday Punch, October 26, 1969, p. 
3. Here it is noted that "in fact, what is proved by the 
rising unemployment figures is that economist John Kenneth 
Galbraith—a much despised symbol in Washington—and his 
fellow economists are right: 'You can have both unemploy
ment and inflation if you rely on monetary and fiscal 
policies to get there.'" Idem. 
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causal relationship of the corporate need for the regulation 

of aggregate demand to inflation, and the connection of 

both to Galbraith's changing views about power realities 

in the United States, are more subtle. To trace the 

development of his thought about these extremely important 

relationships is difficult. A hint is found in a footnote 

in The Affluent Society, where Galbraith mentions that he 

is working on . .a forthcoming book about the corpora-

tion and the corporate personality." However, from his 

treatment of the corporation at that time, it is difficult 

to predict his later view of what is best termed the 

"corporate culture," with all its implications for the 

regulation of aggregate demand and an inherent tendency 

towards inflation. This view really becomes manifest only 

in The New Industrial State. It is grounded less in changing 

realities, than in Galbraith's changing perceptions of 

political power in the American system. The best and, 

perhaps, only solid clue to the transition in these percep

tions is found in a short essay published in I960, entitled 

"Inflation: What It Takes. 

Within this essay are found important indications 

of a change in Galbraith's outlook and attitude. Most of 

^Galbraith, Affluent Society, p. 102 n. 1. 

^Galbraith, "Inflation: What It Takes," pp. 63-76. 
This essay has already been cited from extensively, but it 
has not previously been singled out for treatment. 
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the central points in Galbraith's views about inflation 

presented above have been derived from American Capitalism 

and The Affluent Society. They tend to get lost within 

these works, which are far less critical of the American 

system than the isolated quotations cited here suggest; 

and within which the problem of inflation, although import

ant, is rather lightly treated as an economic abnormality 

which, it is implied, will be relatively easy to deal with 

within the capitalist order if people have the will to do 

so. 

However, by the time Galbraith publishes "Inflation: 

What It Takes," the trend towards inflation is perceived 

as a centrally critical problem of the American system. 

Along with this, there is a change in language and style; 

a new capacity to be direct is now evident. Moreover, and 

most importantly, the essay reflects a new willingness to 

pinpoint the causes of inflation—a subject Galbraith 

hardly touches on before—and, in so doing, to become essen

tially a critic, rather than a defender, of the American 

system. 

The Reasons for Modern Inflation 

Inflation, it has been seen, ". . .is led by the 

prices of the largest and strongest firms. It is paced by 

the wages of the largest and strongest unions." But it is 
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vital, Galbraith now argues, to realize that "the large 

and important commodity price increases . . . have been 

those in steel, steel products, pulp and paper, rubber, 

tobacco, and beverages." Most significantly, "the role of 

steel in . . . price inflation is of particular importance." 

It is clear that "these, in general, are the industries of 
Q 

few firms—the concentrated industries."7 The corporations 

involved are not only "large and strong." They are precisely 

those firms which are oligopical. 

The point is clear. Not only do the firms and unions 

in the oligopical industries keep up with—and, in fact, 

ahead of—inflation. More importantly, they cause it. 

Corporations which engage in imperfect competition are 

immune from the effects of inflation because of their abil

ity to administer prices and, in effect, wages within their 

industry. It is this power to control prices, with its 

corollary absence of price competition, which allows 

oligopical corporations a nearly free hand in the setting 

of prices and wages, and which makes them the central reason 

for modern inflation. Galbraith's view that "at or near 

full employment . . . , [the United States] shall have 

inflation in the concentrated industries""^ follows, if 

^Galbraith, "Inflation: What It Takes," p. 65. 

10Ibid., p. 69. 
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not logically in a formal sense, than certainly reasonably, 

from what precedes. 

That modern inflation has, so far, not "run away," 

". . . has not been because of stability in the concentrated 

industries but because of the offsetting effect of falling 

prices in the unconcentrated or 'competitive' industries.""'"^ 

This places certain limitations on the prices that the 

oligopolies can effectively charge. Still, as seen, under 

conditions of inflation, those who engage in imperfect 

competition greatly prosper, while those who must actually 

operate in a free market suffer accordingly. Those within 

the oligopical industries are not hurt by—indeed, relative 

to the rest of the population, they actually benefit from— 

the inflation which they bring into existence. 

"So long as demand is at, or near, full employment 

levels, we must expect that in industries characterized by 

strong firms and strong unions, prices and wages will react 

on each other in a steady upward spiral. Even with consid

erable idle capacity, the spiral will continue upward in 

12 some industries." Since substantial unemployment is 

politically unacceptable, not only in itself, but because 

it is destructive of production, the drive for economic 

security, the truce on income equality, and the attempt to 

1:LIbid., p. 6 5 .  

"^Idem. 
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attain an even slightly improved social balance, the contin

uous pressure of inflation has become an inherent quality 

of the American corporate economy. In The New Industrial 

State, Galbraith makes this very plain. "Given regulation 

of demand with the goal of providing full employment, and 

in the absence of other steps, this spiral of wage and price 

13 increases is an organic feature of the industrial system." 

The American economic order, dominated by an industrial 

system, is characteristically inflationary. 

As already shown, Galbraith does not like the idea 

of state control of prices, wages, and profits, preferring 

to avoid what he perceives as the dirty political infighting 

that is a necessary part of such a policy. In A Theory of 

Price Control he contends that inflation will probably be 

successfully dealt with through fiscal policy but expresses 

the fear that, if he is wrong, "price control [will come to] 

have an important and perhaps indespensible place in the 

pharmacopeia of inflation remedies.""^ Again, in the last 

paragraph of American Capitalism, while still taking the 

position that direct controls will not be necessary, Gal

braith points out that "... there is no doubt that 

inflationary tensions are capable of producing a major 

revision in the character and constitution of American 

capitalism." Clearly, "policy against depression, about 
— 
Galbraith, New Industrial State, p. 149 • 

"^Galbraith, Theory of Price Control, p. 74* 
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which conservatives have been so deeply disturbed for so 

long, has little effect on essentials. Policy against 

inflation has a profound effect." In terms of public 

"intervention" into the privacy of the economic order, 

"boom and inflation . . . ," under modern conditions, "are 

15 the proper focus of conservative fears." ^ Nonetheless, 

Galbraith's view that direct controls are undesirable and, 

in the final analysis, unnecessary, persists. 

Price, Wage, and Profit Controls 

The "new" Galbraith or, at least, the Galbraith in 

transition, in "Inflation: What It Takes," actually advo

cates a policy of price, wage, and profit controls. As 

seen, to handle inflation through a classical increase in 

production will not work. To try ". . .to break up the 

large corporations and perhaps also the large unions" 

through antitrust actions is equally useless. Since men 

prefer abundance to scarcity, "there is no hope for an 

inflation remedy in the antitrust laws, old or new." It 

is equally clear that "monetary and fiscal policy can cure 

this inflation only by severely cutting back demand and 

output and employment. This remedy is unacceptable because 

it is worse than the disease." All that is left, in Gal

braith' s new view, is direct control. Given American 

realities, "only one course of action remains. That is 

15 Galbraith, American Capitalism, p. 201. 
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some form of public intervention in that part of the economy 

where full employment, or an approach to full employment, 
n A 

means inflationary price and wage increases." 

Galbraith proposes . .an official finding each 

year of the wage advance that would be generally consistent 

with stable prices." This would apply only to "strong" 

unions; those which directly negotiate with oligopical 

corporations. "This finding should be arrived at only 

after full hearings and discussion." It should be followed 

by meetings of ". . . tripartite committees in the relevant 

administered price industries which would represent labor, 

management, and the public in dealing in decentralized 

fashion with the application of the standards to that 

17 industry." 

At first, it seems that Galbraith views the large 

unions as more directly instrumental to inflation than the 

corporations themselves—implying that increased prices 

follow increased labor demands. He adds, however, that 

"if a new collective bargaining agreement required no price 

increase and none occurred, nothing further would be 

required. [But], were it claimed that a wage advance would 

require higher prices, there would be investigation by 

1 A 
Galbraith, "Inflation: What It Takes," pp. 69, 

70, 69, 70. 

~*~^Ibid. , p. 73• 
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the committee and finding of fact on its fairness and 

need.""^ 

Although he carefully avoids stating it directly, 

an annual official investigation of corporate prices and 

profits is as much a part of the policy Galbraith advocates 

as an annual inquiry into union wage scales, a matter 

IQ which he is far more willing to be overt about. 7 In 

regard to both the large unions and the corporate organiza

tions, "certainly in the beginning, the sanctions of 

noncompliance should be mild and made with maxim-um reliance 

on the force of public opinion." It should be kept in 

mind, "however . . . , that to concur in noncompliance is 

20 to discriminate against the man who cooperates," 

Galbraith is clearly apologetic about what he is 

21 advocating. "This machinery is not ideal, but it is 

n A 
Ibid., pp. 73-74-

"^In respect it appears, of the importance of 
"business" in the core values in the United States. 

2QIbid., p. 74. 
21 As implied, Galbraith is also well aware that 

certain industries are more inflationary than others. The 
precise industries involved may vary with particular condi
tions. See Mankiewicz and Braden, "National Scene: 
Casualties of the Inflation War." "Galbraith has been 
calling loudly for in those areas where wages and prices 
are skyrocketing. In a recent letter to the Wall Street 
Journal, Galbraith asked particularly for price controls 
in housing, steel, automobiles and other basics, and for 
wage controls in those same areas, particularly in housing." 
Idem. What is further implied is that the same oligopical 
industry may, under certain conditions, actually be defla
tionary. 
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better than unilateral control by the corporation or bipar-

22 tite control by company and union." Surely it is better 

than accepted policies, which include among them, policies 

that will not work at all, and policies whereby, as T. R. B. 

has succinctly put it, under the present "... economic 

system; to halt prices the accepted procedure is to slow 

23 down the whole economy." J Still, Galbraith shares the 

long-standing liberal notion, dating, at least, from the 

work of John Stuart Mill,^ that production and distribution 

are separable elements of economics. State policy effecting 

"distribution"—such as the progressive income tax—is 

highly favored. But policy involving "intervention" into 

the "productive" side of the economy is out of bounds. 

By urging a policy of controls, Galbraith is 

violating this tradition of modern liberalism. He is 

anxious to point out' that "such intervention, when it comes, 

will not be the result of anyone advocating it. It will 

be because there are no practical alternatives." In short, 

his espousal of the policy is unimportant, and can have no 

influence in regard to its potential implementation. He 

is not even willing to apply the term "control" to what he 

22 
Galbraith, "Inflation: What It Takes," p. 74 • 

23 >HT. R. B. from Washington," San Francisco Examiner 
and Chronicle: Sunday Punch, July 20, 19&9> p» 3• 

^See Mill, Principles of Political Economy. 
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proposes, being quick to insist that "supervised self-

regulation rather than control best describes what is 

required." Certainly, this "intervention should be limited" 

25 in scope to ". . . the concentrated industries," J which 

are the seedbed of modern inflation, as well as in the depth 

of its application. 

The Interlock of Oligopoly and State 

By the time Galbraith publishes The New Industrial 

State he is much less sensitive about the subject of "inter

vention" by the state into the field of economic production. 

The reluctance of both liberals and conservatives to accept 

reality continues. But, "in fact, the line between public 

and private authority in the industrial system is indistinct 

and in large measure imaginary, and the abhorrent association 

of public and private organizations is normal." Indeed, 

". . . the industrial system will not long be regarded as 

something apart from government. Rather it will increasingly 

be seen as part of a much larger complex which embraces both 
O A 

the industrial system and the state," and which, in 

actuality, comprises the core of the new industrial state. 

Galbraith is sure that reality, as always, will 

eventually find its way into people's perceptions. When it 

^Galbraith, "Inflation: What It Takes," pp. 70-71> 
73, 72, 65. 

p/! 
Galbraith, New Industrial State, pp. 297, 392. 
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does, they will have far more insight into the actual rela

tionships that exist between the giant corporations and the 

government. People, he is now willing to argue, will 

then understand that "each organization is important to 

the other; members are intermingled in daily work; each 

organization comes to accept the other's goals; each adapts 

the goals of the other to its own. Each organization, 

27 accordingly, is an extension of the other." 

Gone is any concern about separation, or even 

distinction, between giant business enterprise and govern

ment. Also gone is the more subtle and implicit liberal 

distinction between "distribution" and "production" in 

economic endeavor. Galbraith moves a long way towards this 

position in "Inflation: What It Takes." But, at that 

time, he is not prepared to venture beyond a certain point 

in his analysis. This must wait for The New Industrial 

State, towards which this earlier essay is a significant 

transitional effort. 

Military Spending and Inflation 

Unless one is a person's psychoanalyst, it is 

extremely risky to try to explain why his ideas have changed. 

With Galbraith, however, it is possible to hazard a—perhaps 

intelligent—guess. Near the end of his earliest book, A 

Theory of Price Control, Galbraith notes that ". . .if 

27Ibid., p. 314. 
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we are fated to live in a world of tension, a prospect I 

have myself not yet quite accepted, then inflation and the 

means of preventing it are as likely to be part of our 
Op: 

destiny as the draft." 

This has a direct connection to the Foreword of the 

revised edition of American Capitalism. Here Galbraith 

points out that, in the first edition, "the opening para

graphs . . . warned that these ideas had little meaning for 

a United States at war. ..." Importantly, his view of 

the possibilities of alleviating international tensions has 

markedly changed since the publication of A Theory of Price 

Control four years before. Because, he now argues, "... 

it is doubtful if the threat of war will entirely disappear 

in our time ... it is necessary to make explicit the 

assumption of peace—the assumption ... on which this 

29 excursion into social comment is based. . . ." 7 

The implications here are highly disturbing to the 

viability of countervailing power. They should be made 

clear. As shown, a continuous inflation is devestating to 

a countervailing-power system. Under the pressure of war 

expenditures, demand becomes "artificially" stimulated to a 

significant extent. It constantly presses not only supply, 

but capacity. Since it is justified by the urgency of 

p d 
Galbraith, Theory of Price Control, p. 74« 

29 'Galbraith, American Capitalism, p. vii. 
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"national defense," such pressure is effectively irresist-

able. The result is a condition of perennial inflation—-

a condition which is totally disastrous to the effective 

operation of countervailing power. 

Military Spending and Countervailing Power 

It is evident that countervailing power is not only 

a theory that, in Galbraith's view, describes the American 

system—at least, at the time he formulates it—but it is 

also, given oligopical realities, the best possible system 

for the United States in the modern age. In short, he both 

depicts what he perceives, and advocates its further devel

opment. It is the best, indeed, it is the only, alternative 

to the necessity of state control of the economy in an era 

of oligopical corporate structures. To the greatest extent 

possible, Galbraith is clearly opposed to any movement 

towards centralized state "intervention" into the economic 

order, noting, importantly, that "the time may come when 

the strength of the American economy will turn on the quality 

of such government decision but it will be in war or under 

30 threat of war." 

The Effect of Inflation on Galbraith 

It is conjectured here that Galbraith's views begin 

to change as he comes to perceive that the warnings of some 

3°Ibid., p. 105. 
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about the militarization of the American economy have 

31 substance of important and lasting dimensions. He 

increasingly realizes that the United States, for a range 

of possible reasons, is locked into an Orwellian condition 

of perennial war readiness which, with its attendant infla

tion, is totally destructive of the countervailing-power 

system. 

A peacetime economy is vital to Galbraith. Its 

assumption is fundamental to the system he advocates. In 

the work where he formulates the theory and doctrine of 

that system, Galbraith makes the relationship between 

countervailing power and the assumption of a nonwar economy 

clear, warning that "if the assumption is ill founded, 

problems of economics will not soon again be discussed on 

32 as amiable a plane as here." Since the tendency toward 

harmony and equilibrium, which is the great value of 

countervailing power, extends beyond economics, the same 

will be true of a discussion of its social and political 

reflections. 

The central danger to "monopsany" power—the market 

power of large buyers—arrayed in Galbraith's system against 

the monopoly power of large sellers is, in the final 

analysis, inflation brought about by the continuation of 

31 For some of these, see supra, pp. 17-19. 

32 Galbraith, American Capitalism, p. viii. 
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war or war preparations. The mature corporations and the 

powerful unions, no longer resisting the demands of the 

other but, especially under inflation, operating as a de 

facto unit, are the reasons for, and the only beneficiaries 

of, such a condition. It comes, therefore, as no surprise 

that in recent testimony before a joint Senate-House 

subcommittee on economics and military appropriations, 

Galbraith argues that the great threat to the United States 

derives not from "... the Soviet Union or China . . . ," 

but "'. . . from the starvation of . . . public services, 

particularly in . . . big cities, here at home.'"^ Ameri

cans 11 *. . . must, as grownup people, abandon now the myth 

that the big defense contractors are something separate 

from the public bureaucracy . . . ,'" and they . . must 

be recognized for what they are—a part of the public 

establishment.' 

What he proposes before this subcommittee—the 

furthest Galbraith has yet gone in this direction—almost 

logically flows from his views about the detrimental effects 

of a war-spending inflation on countervailing power. 

"'Perhaps any firm which, over a five-year period, has done 

more than 75i° of its business with the Defense Department, 

^^"Galbraith's Blunt Words on Military," San Fran
cisco Chronicle, June 4> 1969> p« 1* 

Ol 
^"Nationalize All Large Defense Contractors, Sug

gests Galbraith," Los Angeles Times, June 4» 19691 Pt. Ill, 
p. 9. 
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should be made a full public corporation with all stock in 

public hands. . . .'"35 

The Direction of Galbraith's Analysis 

The reality of persistent inflation in the United 

States has brought Galbraith from the egalitarian inferences 
o C. 

of the group theory of American Capitalism^ to the theory 

of The New Industrial State, which perceives America's eco

nomic order and, by extension, its social and political 

existence, to be dominated by the perceived interests of 

the industrial system. The operative element in this system 

is the mature corporation. Since it is Galbraith's position 

that in a technological, or post-industrial, economy, the 

power, if not the authority, of such corporations is wielded 

by people with specialized knowledge, to understand American 

politics it becomes necessary to delve into the attitudes, 

values, motivations, and goals of those within the techno-

structure. 

35Idem. 

For a discussion of attempts to apply group 
"theory" to the United States, see supra, pp. 279-281, 
and infra, pp. 539-541, 541 n. 11, 566-574, 567 n. 53, 574-
579. 



CHAPTER 14 

POWER, POLICY, AND THE TECHNOSTRUCTURE 

It has been indicated that "in the last century 

capital became more important than land" within industrial 

nations. "Power associated itself with this. To the older 

ruling classes the new capitalists . . . seemed obtrusive, 

uncivilized and of questionable legitimacy." Similarly, "in 

recent times, through the agency of the union, substantial 

economic power accrued to labor. Political power once 

again went with it." Although labor organizations never 

actually became the central locus, "union exercise of polit

ical power seemed of highly questionable legitimacy. Labor 

leaders were widely advised to leave politics alone. 

Now, "in yet more recent times, complex technology 

and highly developed organizations have become important 

for economic success." If history is any guide, it is 

reasonable to ". . . expect power to pass to those who are 

skilled in guiding and serving organization . . . , [and for] 

the sources of such specialized manpower to win prestige and 

authority." Moreover, "one would also be prepared to learn 

that this new exercise of power appeared to many to be 

"^"Galbraith, New Industrial State, pp. 405 > 405-406, 
406. 
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2 impertinent and obtrusive and of questionable legitimacy." 

Such is the pattern when new factors of production, usually 

in short supply, become crucial and, as a result, new 

centers of political power emerge. Such is the present 

position of the technostructure. 

As shown "power passes to the technostructure 

when technology and planning require specialized knowledge 

and group decision." To understand the membership and, 

hence, the political predilections, of the technostructure, 

it is necessary to realize that "what an organization will 

seek from society will be a reflection of what members seek 

from the organization." This is important, since "what the 

society can ask from the organization will depend ... on 

the relationship of the organization to the individual." 

To get at the political significance of any organization, an 

analysis of the motivations and goals of its membership is 

required. In the era of mature corporations,/"the problem 

of goals begins with the relation of the individual to the 

organization, in this case the technostructure,n> and the 

motivations and goals of those within it. 

Motivations and Goals 

By most professional economists, Galbraith argues, 

"men, it is assumed, act in economic matters only in 

^Ibid., p. 406. 

^Ibid., pp. 16$, 123. 
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response to pecuniary compensation or to force." However, 

although his assumption of "economic man" "... notably 

simplifies the economist's life, it is, unfortunately, at 

odds with reality." The fact is that "these matters have 

not been much studied by economists," and to simply accept 

the conventional wisdom of the economics profession about 

the nature of man is extremely misleading. It has already 

been pointed out that compulsion based on force is archaic. 

Galbraith's view that the compulsion to work because of 

force or economic deprivation is not a significant factor 

in an economy of abundance is clear. It is true that pecun

iary motivation is still operative. But, "in addition to 

pecuniary compensation, two other forces, out of a possible' 

four, powerfully relate the individual to organization."^" 

These, it has been shown, are identification and adaptation. 

It has also been noted that in the affluent society, 

not only is the motivation of force minimized, but pecuniary 

compensation is increasingly assumed, particularly by 

persons qualified for employment by the technostructure. 

Its motivational significance becomes proportionately 

discounted. Identification and adaptation emerge as far 

more important motivations within the industrial system. 

A further motivation is vital to the technostruc

ture. This is one which, as shown, Galbraith depicts as 

^Ibid., p. 129. 
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centrally important in The Affluent Society, although he 

does not clearly single it out for treatment in The New 

Industrial State. This is the drive for economic security, 

a drive which continues to be basic despite the fact that 

income is increasingly taken for granted. Indeed, the 

inescapable implication is that it is the most pervasive 

motivation and, in fact, goal of the technostructure. Its 

assumed existence actually underlies much of the political 

analysis in The New Industrial State. 

Although personal, the desire for economic security 

manifests itself less in terms of the person than it does in 

terms of organization. That members of the technostructure 

can reasonably expect a certain level of income is plainly 

grounded in organizational safety. Within the industrial 

system, the key to personal economic security is the contin

ued integrity of the technostructure itself. 

There is, however, more to such integrity than a 

simple static security. Members of the technostructure 

identify with the organization. They adapt its goals to 

their own. The technostructure, although Galbraith does not 

put it quite this way, becomes, as suggested before, an 

extension of the egos of its members. Accordingly, they 

ySee Walter Goldschmidt, Man's Way, especially his 
suggestive argument that "the need for positive affect" is a 
cultural universal, as cited, supra, p. 215 n. 37. 
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strive for expansion of the organization of which their 

egos are a part. Such expansion also serves another import

ant motivation and goal—the desire of those within the 

technostructure to preserve, and expand, their power through 

the maintenance of organizational autonomy. 

Thus, in terms of the organization itself, security, 

growth, and autonomy become the essential motivations and 

goals of its personnel. They are really inseparable parts 

of the same thing. For the sake of accuracy, it should be 

noted that Galbraith does not directly refer to these as 

"motivations," viewing them, instead, only as "goals" of 

the technostructure—goals which serve the motivations of 

pecuniary compensation, identification, and adaptation. 

Plainly, they are goals of the organization. A moment's 

reflection, however, suggests that the goals of organization, 

and the motivations of its membership, cannot meaningfully 

be separated, and that it is useful to perceive the drive 

for security, growth, and autonomy both as goals of the 

organization and as motivations of those who constitute it. 

This is fully consistent with Galbraith's treatment of the 

technostructure. Indeed, it may serve to clarify his 

For a somewhat different, but also relevant treat
ment of the relationship of the individual to organization, 
see C. Northcote Parkinson, Parkinson's Law: and Other 
Studies in Administration, with Illustrations by Robert 
C. Osborn (Boston: Houghlin Mifflin Company, 1957), 
especially chap, i, "Parkinson's Law or the Rising Pyramid," 
pp. 2-13• 
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argument by relating the "behavior" of organization more 

directly to the human beings who actually make decisions. 

Fiscal Autonomy 

In order to function, "large-scale organization . . . 

requires autonomy." Consequently, "the first requisite for 

survival by the technostructure is that it preserve the 

autonomy on which its decision-making power depends." 

Fundamentally, "this means . . . that it must have a secure 

minimum of earnings." As already pointed out, mature corpor

ations have become their own—and others'—bankers. They 

are in a position to finance their own ventures. This is 

vital to the'organization. "... Power remains securely 

with the technostructure so long as earnings are large 

enough to . . . provide a supply of savings for reinvest

ment." Given the motivation and goal of growth, "if 

earnings are less than this level, it will be necessary to 

appeal to outside suppliers of capital. These, in turn, 

can ask questions and thus abridge the autonomy of the 

technostructure." 

Adequate earnings also allow "... accustomed pay-

7 ments to stockholders. . . ."' The average buyer of stocks 

is not involved in the operations of the firm. He is not 

^Galbraith, New Industrial State, pp. 390, 167» 
167-168, 168. 

^Ibid., p. 168. 
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related to it through the motivations of identification and 

adaptation. His interest is strictly pecuniary, and he is 

likely to remain uninvolved in the activities of the company 

as long as the market price of his stocks increases or, at 

least, does not substantially fall, and if his dividend 

checks remain sufficient—although, probably unknown to him, 

they most often are not, as shall be seen, as large as 

they might be. Even the speculator is only concerned with 

the price of the stock on the market, a reflection of divi

dends being returned. 

But, Galbraith points out, ". . . if the accustomed 

dividends are not covered, stockholders cannot be counted 

upon to remain quiescent. ..." If provoked, they may 

intrude into the autonomy of the technostructure and, 

conceivably, shake up the organization. It is instructive 

that "... struggles for control in large corporations 

occur all but exclusively in those that are suffering losses 

or which have meager or irregular earnings." In such 

cases, the technostructure has failed in its basic task of 

keeping the shareholders happy, quiet—and unorganized. 

Though Galbraith does not mention it in this context, ade

quate and steady returns also make the firm's stock more 

attractive on the market, increasing the venture capital 

^Idem. 
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available to the technostructure, and further enhancing its 

autonomy. 

The "Profit Motive" 

The motivations and goals of the technostructure 

are in direct conflict with a conventional wisdom which 

insists that profit maximization is the basic purpose of 

all business enterprise. Given the interests, attitudes, 

and values of the corporate culture, nothing could be 

further from the truth. Typically, "profit maximization 

... is inconsistent with the behavior of the technostruc

ture in the mature corporation." This is because the basic 

motivation of ". . . corporate bureaucracy . . ."is its 

own security. The real guarantee of security is growth. 

For the technostructure, "... expansion means . . . more 

jobs with more responsibility and hence more promotion and 

more compensation." Indeed, "expansion of output means 
o 

expansion of the technostructure itself." The pecuniary 

motivation is present but, of far greater importance is 

organizational security, serving the motivations of identi

fication and adaptation. 

In corporate circles, prestige and power are associ

ated with the size of the institution, not with its profits. 

The drive to increase sales, once minimum earnings are 

secured, has little to do with profit maximization. But 

9Ibid., pp. 129, 239, 171. 
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it has a great deal to do with growth, the consequence of 

which is the status and power of the corporation and, most 

importantly, the security of the technostructure. It 

follows that it will "... put prevention of loss ahead of 

maximum return." Continued expansion and, even more vital, 

continued existence, demand that it does so. "... The 

technostructure is protecting something more important than 

its profits—something indeed which profits themselves 

protect. That is its autonomy. 

Galbraith's argument that economic insecurity is 

tolerated by no one who can do something about it, has 

already been discussed. The fact is that "the elimination 

of economic insecurity was pioneered by the business firm 

in respect of its own economic operations." Indeed, "... 

the development of modern business can be understood only 

as a comprehensive effort to reduce risk." For Galbraith, 

"it is not going too far to say that it can be understood 

in. no other terms.Among institutions which comprise 

the world of modern business, none exceeds the technostruc

ture in its ability to attain economic security. The 

essential symptom of its success is expansion and growth— 

not profits. 

1QIbid., pp. 168, 171. 

"^Galbraith, Affluent Society, p. 100. 
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Much evidence suggests that "the natural tendency 

of man, as manifested in primitive societies, is almost 

certainly to work until a given consumption is achieved. 

Then he relaxes. ..." Clearly, such behavior is consid

ered primitive and unacceptable in the West. The theory of 

a profit-maximizing "economic man" can "explain" much of 

human behavior in the western societies. But it cannot 

account for the actions of people who run mature corpora

tions. "By contrast, growth as a goal is wholly consistent 

with the personal and pecuniary interests of those who 

12 participate in decisions and direct the enterprise." It 

is necessary to the goal of autonomy which, with growth, 

is vital to the goal of organizational security. Only a 

secure organization can provide economic security for its 

members and, having fulfilled the pecuniary motivation, is 

one which provides a broad field for identification and 

adaptation. 

Along these lines, Galbraith points out, it is 

important to note that, as far as the technostructure is 

concerned, "the effects of low and high earnings are not 

symmetrical." "Loss can destroy the technostructure . . . 

by threatening its autonomy. "If, as will often happen, 

the maximization of revenues invites the increased risk of 

l 7 
Galbraith, New Industrial State, pp. 270, 172. 
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loss, then the technostructure, as a matter of elementary 

interest, should forgo it." For Galbraith, it is an 

absolute rule that the technostructure will "... put 
1*J 

prevention of loss ahead of maximum return." J Too much 

is at stake for it to act otherwise. 

Furthermore, those who think that profit maximiza

tion is the basic motivation and goal of all economic 

activity, fail to realize that in the industrial system 

"high revenues accrue to others." Indeed, "the paradox of 

modern economic motivation is that profit maximization as 

a goal requires that the individual member of the tech

nostructure subordinate his personal pecuniary interest 

to that of a remote and unknown stockholder""^ by moving 

into ventures which may have high profit potential, but 

which may equally risk the security of the organization. 

Yet the incomes of the members of the technostructure 

depend, precisely, upon organizational security. Therefore, 

even if those who argue the theory of profit maximization 

are correct, the people who actually make decisions within 

mature corporations will frequently act in ways which do not 

enhance corporate earnings, but which protect their own 

pecuniary interests instead. It is testimony to the 

strength of the classical notion of "economic man," that 

"^Ibid., pp. 16S, l68-l69> 16$. 

1/fIbid. , pp. 168, 171-172. 
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this dilemma in the conventional wisdom is hardly perceived, 

and the idea that giant corporations work to maximize the 

profits of the "owners," to the detriment of the motiva

tions and goals of those who run them, persists. Galbraith 

15 refers to this phenomenon as "the approved contradiction." 

The Need for Organizational Integrity 

There is, Galbraith argues, another, and very 

immediate, reason for the stress on growth. Within the 

corporation, "a substantial share of total costs are now 

accounted for by the technostructure-" If there is a contra

diction, and the money going into the payment of labor is 

decreased, "costs can no longer be reduced simply by laying 

off blue-collar workers." Increasingly, this will not be 

sufficient. Members of the technostructure must be layed 

off as well. "... Decisions for curtailment are made 

within the technostructure itself. They involve its own 

members.- They do not have the agreeable impersonality which 

is associated with firing someone at a greater distance, 

or of a different social class." Notably, "all of these 

x6 unpleasant contingencies are avoided by expansion." 

It has been shown that "in the mature corporation 

the technostructure sets prices not where they maximize 

15 See ibid., chap, x, "The Approved Contradiction," 
pp. 109-127, cited supra, p. 216 n. 42. 

l6Ibid., pp. 172, 172-173, 173. 
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profits but where they best contribute to the security of 

the technostructure and the growth of the firm." Business 

is taken or not taken on the same basis. Whenever possible, 

unpleasant decisions involving technostructure personnel are 

avoided, to the point, Galbraith argues, where "their 

avoidance may even justify comparatively unrenumerative 

expansion." Here, he maintains,". . . is the meaning of 

the frequently heard statement that business is being taken, 

not for its profit, but 'to hold the organization together.1 

17 It can be a highly rational course." 

Although Galbraith does not suggest the possibility, 

the desire to escape unpleasant contingencies regarding 

personnel might even move large corporations into areas of 

social service and social welfare, where the financial 

payoff is small or, despite state "incentives," in the form 

of remuneration and tax breaks, where it could cost the 

company money to do so, but where the organizational payoff 

is vital to those making the decisions. Given the goals of 

the technostructure, this too is highly rational. It is, 

among other reasons, because "the growth of the firm serves 

another important purpose for the technostructure. It is 

17Ibid., pp. 249, 173. 
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lS the best defense against contraction," and all that this 

implies. 

However, despite occasional forays into other activ

ities, the essential protection of the technostructure is 

found in the kind of organizational growth associated with 

increased production. Given Galbraith's argument that 

economic power finds its translation in social and political 

power, the goal of continuously expanding production has 

remained, in the face of enormous abundance, the most 

important goal—and, indeed, value—of large corporations 

and American public policy. "No other social goal is more 

strongly avowed than economic growth. No other test of 

social success has such nearly unanimous acceptance as the 

19 annual increase in the Gross National Product." This 

serves the general drive for economic security, the compro

mise on income equality and, at least, provides a financial 

floor for coming to grips with the problem of social bal

ance, although it must be noted that many of the elements 

of social imbalance—pollution is a clear example—are 

largely or completely brought about precisely by the corpor

ate operations which are instrumental to the wealth that 

might allow a solution. 

l8Ibid., p. 172. 

19Ibid., p. 173. 



362 

Galbraith's insistence on symmetry, harmony, "the 

20 principle of consistency" notwithstanding, the American 

stress on production most directly benefits the large 

corporations. Furthermore, he argues, "the acceptance of 

economic growth as a social goal coincides closely with the 

rise to power of the mature corporation and the technostruc-

21 ture." Indeed, given the general argument in The New 

Industrial State, and his views on the importance of want 

creation, Galbraith's occasional disclaimer that the Amer

ican commitment to the value of production only "coincides" 

with the motivations and goals of the technostructure, and 

is not really shaped by them, falls a little flat. 

"Once the safety of the technostructure is insured 

by a minimum level of earnings, there is then a measure of 

choice as to goals." In Galbraith's view, "... there is 

little doubt as to how, overwhelmingly, this choice is 

exercised: It is to achieve the greatest possible rate of 

22 corporate growth as measured in sales." This growth takes 

place, of course, within a context where risk is minimized 

even, as is often the case, if additional profits are lost 

20 See, ibid., chap, xiv, "The Principle of Consist
ency," pp. 159-165. 

21Ibid., p. 174-

22Ibid., p. 171. 
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is possible in light of the motivations and goals of the 

technostructure. In any event, although Galbraith does not 

directly suggest it, the "corporation man," even in the 

unlikely circumstance that he wanted to, is probably not 

equipped to pursue much else. 

Technology as Motivation and Goal 

There is another important motivation and goal of 

the technostructure, closely connected to the motivations 

of identification and adaptation. "The industrial system 

. . . has a strong technological orientation. ..." Members 

of the technostructure identify with the organizational 

emphasis on technology, adapting it to their need to have 

their individual personalities affect the organization. 

The result is that "... one of the subordinate goals of 

the technostructure is a showing of technological virtuos

ity."23 

As with profits, technology is "subordinate" only 

to the security of the organization, with its corollary 

demands for expansion and autonomy. "A secure level of 

earnings and a maximum rate of growth consistent with the 

provision of revenues for the requisite investment are the 

prime goals of the technostructure. Technological virtuos

ity and a rising dividend rate are secondary in the sense 

23Ibid., p. 234. 



364 

that they must not interfere with the first two objec

tives."2̂  

Despite its secondary position, the value placed on 

technology by members of the technostructure is extremely 

important. "... Technological virtuosity" is closely 

"associated with growth, as a goal of the technostructure. 

. . ." In fact, the "capacity for expansion . . . , [upon 

which rest autonomy and, in the final analysis, security] 

depends very largely on capacity for innovation." This, 

Galbraith contends, is because "it is by technical innova

tion, real or simulated, that the firm holds and recruits 

customers for its existing products and expands to produce 

25 new ones." ^ It is also through technological improvement 

in production methods that the total output of the mature 

corporation is increased which, with its related advertising 

effort, is vital to the favored position of the technostruc

ture in a society which holds production to be its most 

important public value. The goal of technological innova

tion is more central than Galbraith's assignment of it to 

a "secondary" position might suggest. 

"Other" Goals 

For the technostructure, the most essential goal 

is security, including growth and autonomy, with technical 

2Z|Tbid., p. 176. 

25Ibid., pp. 174, 174-175. 
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virtuosity and increased profits closely following in 

importance. "After these ends are achieved there is further 

opportunity for a variety of other and lesser goals." 

It has already been suggested, for instance, that great 

corporations might move into the social service and social 

welfare fields. As noted, however, the idea is not directly 

advanced by Galbraith, and is only a possible implication 

of his argument. It would seem to tie directly to the goal 

of expansion of the technostructure. Overt involvement in 

politics is another possibility. But, as will be seen,2̂  it 

is Galbraith's view that such behavior by the technostructure 

is unlikely. If it takes place, it is probably in pursuance 

of some or all of the goals already discussed. 

The fact is that, having mentioned "other goals," 

Galbraith is very closemouthed about them, except to suggest 

that since they ". .. . will sometimes threaten minimum 

earnings and will not always contribute to the growth of the 

firm, their role will be very circumscribed." Limited as 
od 

they probably are, "... these further goals ..." 

appear to be extremely opaque phenomena. It is possible 

that they do not exist. The attainment of security, 

26Ibid., p. 176. 

27Infra, pp. 417-423, and 494-496. 
2$ 
Galbraith, New Industrial State, p. 176. 
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profits, and technological innovation may fully describe 

the concerns of the corporate world. 

Planning and the State 

. . "• . . Exacting technology with extensive research 

and development, mean a very long production period and a 

very large commitment of capital." Among the imperatives 

of technology, it is this that turns planning into a central 

necessity. Complex production, and the intricate organiza

tional coordination which is an integral part of such 

production, is not all that must be planned. So must the 

market. The more sophisticated the technology, the greater 

the necessity that a future demand for the product be 

guaranteed. "In summary, the industrial system has built 

into itself very comprehensively the need to regulate 

aggregate demand." So intrinsically is market planning a 

part of the imperatives of technology, that "the regulation 

of demand ... is an organic requirement of the industrial 

29 system." 7 

It has been demonstrated that mature corporations, 

through want creation, regulate specific demand to an 

impressive extent. However, given the enormous time and 

capital commitments inherent in advanced technological 

production, they cannot regulate the totality of demand, 

^Ibid., pp. 31 > 222. 
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or aggregate demand, at least to the degree necessary. To 

accomplish this, the state must be involved. 

"When investment in technological development is 

yery high, a wrong technical judgment or a failure in 

persuading consumers can be very expensive." Not infre

quently, it can wreck the firm. Within mature corporations, 

which, are unlikely to be wrecked, it can lead to a shake-up 

in the technostructure. Clearly, Galbraith argues, "the 

cost and associated risk can be greatly reduced if the state 

pays for more exalted technical development or guarantees a 

30 market for the technically advanced product." 

Technology and the State 

Governmental ensurance of a future market is a 

precise application of Keynesian fiscal policy. Although 

Galbraith does not mention it, so, in effect, is underwriting 

the costs of technological development by guaranteeing a 

buyer regardless of the outcome. Paying the firm its costs, 

plus a profit, if the product is not finally purchased is 

not, strictly speaking, a Keynesian idea. But in its thrust 

and direction, it is an extension of what Keynes advocated. 

In an age of sophisticated technology it is a reasonable, 

if not necessary, part of a policy that regulates aggregate 

demand. 

^Ibid., p. 5• 
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The authority of public policy to control aggregate 

demand has become an integral element of corporate planning. 

"With minimum prices established by the firms, demand that 

is managed by them for specific products, demand that is 

managed in the aggregate by the state and . . . ," although 

Galbraith did not like this idea in the past, he now views 

it as an absolute necessity and, therefore, a likely eventu

ality, "maximum levels established by the state for wages 

and prices, the planning structure of the industrial system 

is effectively complete." Driven, in Galbraith's view, by 

the. technological imperatives of modern economics, the 

federal government is, and, for some time, has been, increas

ingly involved in the general pursuit of a policy that makes 

corporate planning possible. Galbraith does not touch on 

the subject, but so, in fact, are state governments. 

"Modern technology thus defines a growing function of the 

modern state." The state plans demand so mature corporations 

can plan production. This is the essential reality. "All 

that remains is to ensure that everyone, at all times, refer 

31 to it as an unplanned or market system."-^ . 

Depression, Inflation and the Industrial System 

The regulation of aggregate demand through the use 

of fiscal techniques has important consequences for any 

industrial economy. When the order is dominated by mature 

^"*~Ibid. , pp. 260, 5» 260. 
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corporations such control becomes far more sensitive and 

crucial. "There must be means for correcting both a 

shortage and an excess of demand." This is an absolute 

necessity. "The same advanced technology and high capital 

use, which force the industrial firm to plan, make it 

vulnerable to a fall in aggregate demand"—indeed, because 

so much is invested in technological development, extremely 

vulnerable. A company could, of course, retrench, but 

". . .a failure to use all that corporations and individuals 

seek to save sets in motion the processes of recession and 

depression. These will continue until they reduce savings 

to the point where all are being absorbed by the smaller 

volume of investment." Once again, as in 1929 > the effects 

of de facto hoarding will set off the forces of a downward 

cycle, with all that this implies for the American core 

values of production, security, the truce on equality, and 

social balance. "These will continue until they reduce 

savings [because effectively everyone is receiving less 

income] to the point where all [savings] are being absorbed 

32 by the smaller volume of investment." 

It is true that "the distribution of income is no 

longer quite so lopsided . . . , the great investment trust 

promotions have been folded up and put away, or they have 

become cautious and respectable . . . , [there is now] 

32Ibid., pp. 223, 222, 43. 
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Federal insurance of bank deposits . . . , the problem of 

the foreign balance is much changed from what it was 

twenty-five years ago [and] there has been a modest accre

tion of economic knowledge." There is also "the much 

maligned farm program . . . , unemployment compensation 

.. . . , [as well as] the remainder of the social security 

system. ..." In addition, there are "pensions and public 

assistance . . . ," the fact that "the tax system is a far 

33 better servant of stability than it was in 1929» and a 

climate of business opinion wherein "the right of the union 
0 1 

to exist is now generally granted." Moreover, there are, 

perhaps, other factors Galbraith does not mention, such as 

the vast increase in public employees. All of these miti-

3 5 gate the depths a depression might reach. Still, as it 

•^Galbraith, Great Crash, pp. 196-197> 197> 19$• 

•^Galbraith, Economics and the Art of Controversy, 
p. 12. 

3 *> Ĵ Despite all this, Galbraith has recently expressed 
his conviction that America will experience another collapse 
of the stock market relatively soon, John Kenneth Galbraith, 
"1929 and 1969; Financial Genius is a Short Memory and a 
Rising Market," Harper's Magazine, November, 1969 > PP» 55-
62. Whether this will lead to a serious depression, or any 
depression at all, remains a moot point. 

The culprits, for Galbraith, are the new conglom
erate organizations. This is the first time that Galbraith 
deals with the phenomenon of conglomeration. He views con
glomerates as analogous to the investment trusts of the 
1920's, and fully expects that their activities will have 
similar results. Apparently they are not as ". . . cautious 
and respectable . . . ," Galbraith, Great Crash, p. 196, as 
Galbraith once thought financial operators had become. For 
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did in the 1930's, the economy will stabilize at a plateau 

substantially below its capacity. It will be low enough to 

hurt most people badly, setting off possibly disastrous 

social and political repercussions. Of major importance 

is the fact that the mature corporations will be directly 

damaged by depression, or even severe recession. 

"If, in the opposite case, the economy is function

ing at or near the capacity of its plant or labor force, 

or both, and corporations seek to invest in the aggregate 

more than the equivilant of the current supply of savings, 

there will be more spending for investment and consumption 

than the economy can accommodate." Clearly, "the result 

will be a bidding up of prices, especially of the market 

prices outside of the industrial system." Without doubt, 

"this is inflation,a condition wherein the mature 

corporations and their associated large unions are protected 

—and, in fact, benefited—and all others in the system are 

economically damaged. An inflationary situation will have 

the kinds of consequences which have already been discussed. 

This too, if it goes far enough, can eventuate in social 

and political disorder. 

further discussion of conglomerates, see infra, pp. 3^6-
393. 

•^Galbraith, New Industrial State, p. 43. 
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The Tendency of the Industrial System Towards Inflation 

Because of the economic, social, and political real

ities of the new industrial state, the actual tendency of 

the system is not deflationary but inflationary, and the 

most important symptom and cause of this is the wage-price 

spiral within the industrial system itself. "In fact, the 

wage-price spiral is the functional counterpart of unemploy

ment. The latter occurs when there is insufficient demand; 

the spiral operates when there is just enough." In short, 

37 ". . . the system is unstable at full employment. ..." 

It tends naturally towards inflation. 

No small part of the reason for this is the "per-
3 $ ceived interests" of those who run the major corporations. 

37Ibid., pp. 255, 255-256. 
3$ This phrase is used in accord with Dewey's 

contention that the only "interests" that really exist are 
those that people think they have, or "perceive" themselves 
as having. See Dewey, Public and Its Problems, chap, i, 
"Search for the Public," pp. 3-36, and especially pp. 12-
et passim. 

The term "perceived interests" is, of course, a 
reflection of the Interpretationist conception of reality 
inherent in Dewey's Instrumentalism. A convincing argument 
can be made, however, that Instrumentalism is, at bottom, 
grounded in the assumption of a positive reality. The same 
claim can be advanced in regard to the Pragmatism of William 
James, a philosophy that, unlike Instrumentalism, does not 
limit interpretationism to the social universe, accepting 
positivism in the physical realm, but one that assumes that 
reality depends on the attitudes and values of the observer 
in reference to both the social and the physical dimensions, 
see William James, Essays in Pragmatism, ed.,with an Intro
duction by Alburey Castell, The Hafner Library of Classics, 
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Their intelligence should not be underrated. They probably 

understand that deflation and inflation are equally undesir

able in their social and political effects, because they 

contain within them the long-range potential of disrupting 

the industrial system itself. They most likely agree that 

"there must be means for correcting both a shortage and an 

39 excess of demand." However, Galbraith points out, it is 

important to note that they also realize that the immediate 

danger to the mature corporations lies in a recessionary 

trend—the dangers of inflation are substantially less 

direct 

"Most communities in the past were limited in their 

progress by the savings they could extract from their meager 

ed. by Oskar Piest, No. 7 (New York: Hafner Publishing 
Company, 1954)• 

In other words, the epistemology of Instrumentalism 
and Pragmatism suffers from confusion. A similar criticism 
can be made of Marx's notion of "class truth." Nonethe
less, the term "perceived interest" is useful. For a 
classic presentation of the interpretationist, or "sociology 
of knowledge" position, see Karl Mannheim, Ideology and 
Utopia: An Introduction to the Sociology of Knowledge, 
trans, by Louis Wirth and Edward A. Shils, with a Foreword 
by Louis Wirth and Edward A. Shils, and a Preface by Louis 
Wirth, A Harvest Book (New York: Harcourt, Brace and 
Company, 1936). Also see the discussion of the "fact-value 
controversy," supra, pp. 20-23, and 233-234» and infra, pp. 
449-455, 460-470! 

"^Galbraith, New Industrial State, p. 223. 

^Many members of technostructure probably "realize" 
this, and other things Galbraith claims they realize, more 
attitudinally than in terms of conscious thought and values. 



product to invest in better methods of production. The 

same is true of poor nations today." However, in societies 

where scarcity—despite the argument by later classical 

thinkers that it is a perennial economic fact—has been 

replaced by abundance, the essence of the problem has dram

atically changed. Certainly, "the rich nations must also 

have savings to expand. But what is called economic progress 

here depends less on the supply of savings than on the effec

tiveness with which employment of a more ample supply is 

insured. 

For Galbraith, this is of enormous significance. 

"This tendency of savings and thus of capital to abundance, 

abundant use notwithstanding, is a matter of penetrating 

historical and social consequence. ..." The balance 

between a deflationary and an inflationary trend is deli

cate. It is hard to maintain. Since, given the core 

values of the system, deflation is totally unacceptable, 

inflation, despite its consequences, is preferred, espe

cially by those in power who have the least to lose and, 

in the short run, the most to gain, by it. In line with 

the Marxian formula, a situation is introduced where "not 

a shortage of savings but a recession from the failure to 

use all available savings is the spector that haunts all 

^Galbraith, New Industrial State, p. 45 • 
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policy makers,"^ corporate and governmental, in the new 

industrial state. 

Inflationary Regulation of Aggregate Demand 

The regulation of aggregate demand through public 

policy, especially one which promotes a certain degree of 

inflation as the best defense against a possibility of 

recession, works not only in the interests of the industrial 

system in general but, most directly, operates in favor of 

the technostructures within the mature corporations which 

comprise that system. By safeguarding the system against 

contraction, such policy protects the security of the 

technostructure, and also allows its members to avoid the 

difficult decisions which are involved in the laying-off 

of fellow members of the organization. 

In its positive results, while guaranteeing future 

markets, and, thereby, encouraging investment and expansion 

of the economy in general, the policy directly serves the 

goal of the growth of the technostructure. It is equally 

in accord with the demands of the imperatives of technology. 

All of this works against intrusion into the autonomy of 

the technostructure from outside. Since "it is autonomy 
I O 

that allows the firm authority over its planning,"^ it 

becomes plain that, in the final analysis, the most vital 

^Idem. 

^Ibid., p. 390. 
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result of state regulation of aggregate demand is to esta

blish conditions where mature corporations can function as 

they must function in an era of technological production. 

For Galbraith, it comes as no surprise—despite the contrary 

ideology of the conventional wisdom—that in mature corpor

ations the technostructures have long supported a strong 

fiscal policy on the part of government. 

State "Intervention" into the Economic Order 

There is confusion about this because, according to 

prevailing stereotypes, it is standard for "business" to 

resist any governmental "intervention" into economic matters. 

But, as previously pointed out, such stereotypes, in no 

way describe the actualities of American business history. 

Yet, it is true that some business interests resisted the 

growing movement of public authority into the field of 

aggregate-demand regulation. This is a matter, Galbraith 

implies, which demonstrates the importance of the distinc

tion between entrepreneurial and mature corporations to 

political understanding. 

"The opposition to the rising power of the state 

in the thirties, like opposition to the rising power of the 

unions, was led not by the mature corporations, but by the 

surviving entrepreneurs."^ It reflected what is, in fact, 

a conflict between the interests of the entrepreneurial 

^Ibid., p. 302. 
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corporations and those of the corporate giants of the 

industrial system. Regulation of aggregate demand, which 

enhances—and, indeed, allows—mature corporations to plan, 

does not serve the same purpose for business which, though 

often large by classical standards, are nowhere near the 

magnitude of the modern giants. 

In fact, in terms of their economic strength rela

tive to firms within the industrial system, entrepreneurial 

corporations are further disadvantaged by fiscal policy. 

Protected by price conventions, once mature corporations 

were guaranteed a market and were thus freed to plan, their 

rate of growth has, in recent decades, been enormous. 

Entrepreneurial firms in the same period—besides those 

which have evolved into mature corporations—while often 

growing in absolute size, have not been able to keep pace. 

That they have generally objected to state control of 

aggregate demand, omitting instances where they directly 

benefit from government contracts, should be expected. 

For example, "business opposition" to the progres

sive income tax, which is actually a vital element in the 

regulation- of aggregate demand, has come largely from entre

preneurial firms. Indeed, 

. . .  i t  i s  p o s s i b l e  t h a t  a  f e w  f a r s i g h t e d  e n t r e 
preneurs in the thirties may have seen or sensed 
that the regulation of demand would require [not 
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only] a drastic enlargement of the role of the state 
in the economy . . . [but, also,] that it would 
change the tax system from an instrument for raising 
revenue [and, perhaps for instituting a certain degree 
of income equality] to one for regulating demand. 

In this, "the actual burden of both corporate and personal 

income taxes is, in substantial measure, on the entrepre

neur." For "... the member of the technostructure . . . , 

the impact of the personal income tax, the size of the 

income considered, is likely to be lighter. ..." In any 

event, "members of the technostructure do not themselves 

have to pay the corporation income tax which is a central 

part of . . . the regulatory apparatus. ... It falls on 

the stockholders or, given the control of prices, can be 

L5 passed along to customers."^ 

What must be kept in mind is that the prime goal of 

those who wield the power of mature corporations is not 

maximization of profits, but organizational security based 

on growth and autonomy. Because of this, personal and 

corporate income taxes, as well as "social security taxes 

and associated record-keeping are, for the technostructure, 

merely administrative problems to be solved." Moreover, in 

the final analysis, their cost can be paid by others. The 

entrepreneur, on the other hand, kept relatively small by 

the harsh realities of a competitive market, has "... less 

organization to protect." Faced by price competition, his 

^Ibid. , pp. 225, 303. 
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basic goal is, at least . .in principle, to maximize 

earnings . . ."in order to survive. Increased personal 

income taxes and "... higher corporation taxes . . . 

[come] out of that maximum and with incidence on himself. 

Similarly with his share of social security taxes. And 

similarly with administrative costs and annoyances."^ 

The tax situation illustrates what are frequent 

conflicts of perceived interests between entrepreneurial and 

mature corporations. These, Galbraith argues, are clear 

reflections of fundamental differences in operational reali

ties, and, consequently, in the goals of those involved. 

The implication is that the struggle will continue until 

one side or the other becomes dominant. And there really 

can be no question about the direction in which the tide of 

economic, social, and political power is moving in the 

American system. 

The matter of "business" support for state regula

tion of aggregate demand is confused by the public 

proclamations of still extant entrepreneurs. It is further 

clouded by the sincere ideological pronouncements of certain 

"heads" of mature corporations, supposedly cloaked with the 

authority of the organization. Additionally, many of the 

46Ibid., p. 303. 
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efforts of public-relations specialists within the techno-

structure increase the confusion. 

For Galbraith, however, reality of the situation is 

plain. Power in the United States is increasingly gravi

tating to the industrial system and the mature corporations 

within it. As such, it is in the hands of the technostruc-

ture which, driven by its own motivations and, therefore, 

pursuing its own goals, lends tremendous "business" support 

to the regulation of aggregate demand through the fiscal 

policies of the state, over the objections of the entrepre

neurs . 

This conflict of perceived interests is very impor

tant. "Nor is any reconciliation possible." Clearly, "the 

entrepreneurial corporation with simpler technology and a 

smaller commitment of capital has less need to plan." 

Furthermore, and very importantly, ". . .it has no (or a 

much smaller) technostructure. This means, in practical 

terms, that if demand falls, it can adjust to it by laying 

off workers. The mature corporation by contrast cannot lay 

off its capital." Neither can it easily lay off its highly 

specialized manpower. "The technostructure is large and 

costly. ..." To maintain it is expensive. But "... 

to curtail it is to disintegrate the very brain of the 

enterprise."^"''' Moreover, the decision to do so must be 

^Ibid. , pp. 92, 225. 
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taken by itself. When all of this can be avoided by state 

regulation of aggregate demand, it is extremely unlikely 

that free-market stereotypes will seriously interfere with 

an intelligent response to reality. 

The Central Position of Technology 

"It is clear, first of all, that industrial planning 

is in unabashed alliance with size." As the institutions 

which are instrumental to, and a reflection of, industrial 

planning continue to grow, the accompanying internal pressure 

to ensure organizational security also increases. So, as a 

consequence, does the need to control aggregate demand in 

the economy. It has been seen that "technological virtuos

ity can be a goal of the technostructure only if it does 

not prejudice a minimum level of earnings [and, furthermore, 

that] given the costs and uncertainties associated with 

research and development, this can easily happen." Plainly, 

"technology and the associated commitment of capital and 

time require . . . that there be stable prices and assured 

demand. 

Thus, it becomes evident that integrity of the 

technostructure is not the only goal of the industrial 

system which is served by the fiscal policies of the state. 

By providing the basis required by the imperatives of 

technology, these policies also serve the goal of 

^Ibid., pp. 31, 175, 31. 
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technological innovation. It is, of course, true that in 

the new industrial state the goals of organizational 

security and technical virtuosity are intimately linked. 

They are, however, separable. To separate them not only 

corresponds to reality; it points up a certain aspect of 

Galbraith1s thought. 

The "regulation of aggregate demand is necessary to 

give certainty to . . . planning and to protect the tech-

nostructure." What must be kept in mind, however, is that 

in its most essential sense, "the mature corporation is an 

accommodation to advanced technology and heavy capital use. 

Planning is part of this accommodation. So is the techno-

L9 structure." In terms of the etiology of economic, social, 

and political institutions, the stage of technological 

development—what Marx terms the "mode of production"—is 

the crucial factor. 

Most fundamentally, it is the imperatives of tech

nology which bring about that interlock of the industrial 

system and government, especially at the federal level, 

which is the central reality of the new industrial state. 

Because of these imperatives, "the technostructure of the 

large corporation tends to become an extension of those 

parts of the Federal bureaucracy—notably the armed services, 

^Ibid., pp. 225, 224-225. 
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NASA, AEC and other agencies concerned with technological 

50 development—on which it most depends."-^ 

Inherent in the imperatives of technology is the 

fact that "they require planning; it is the essence of 

planning that public behavior be made predictable—that it 

51 be subject to control."^ The regulation of aggregate 

demand requires extensive manipulation of human behavior, 

all of which, in the final analysis, is necessitated by 

technology itself. Whether any value but that of techno

logical advancement would successfully justify such treatment 

of the American people is highly debatable. It is notable, 

moreover, that when fiscal measures necessitate the cutting 

of governmental expenditures, those programs which yield 

technical "payoff" are the least likely to be trimmed. If 

they are touched at all, it is with light hand indeed. Since 

it is mature corporations which, among business firms, are 

the most heavily involved in technological research and 

production, it could be argued that such a policy simply 

reflects the power of the technostructure to protect corpor

ate profits and, hence, its own security. But the social 

importance of the goal of technological innovation, and its 

attendant imperatives, including the difficulty of 

5°Ibid., p. 379. 

51Ibid., p. 319-
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dismantling, or even slowing down, an on-going operation, 

should not be overlooked. 

As noted, pursuit by the technostructure of the 

"secondary" goal of technological innovation often jeapor-

dizes the "primary" consideration of organizational security. 

Either "... this goal must be abandoned or the cost and 

attendant risk must be transferred to the state: that is to 

say, government support for the particular development, or 

52 the underlying research, must be sought." That such 

53 support has been abundantly forthcoming, that "... the 

underwriting of sophisticated technology by the state 

[through both guaranteeing a market and direct financial 

payment] has become an approved social function,stands 

as eloquent testimony to the importance of technology as a 

value in the United States. If technological virtuosity is 

not the first-order priority for the technostructure, it is 

for American society in general. 

52Ibid., p. 175. 
C O  

•^In regard, for instance, to the ability of private 
firms to patent inventions developed while working under 
government contracts. 

^Galbraith, New Industrial State, p. 164. 



CHAPTER 15 

THE DECLINE OF COUNTERVAILING POWER AND THE EMERGENCE 
OF TECHNOLOGICAL TYRANNY 

In Galbraith's earlier thinking, farmer's organiza

tions, chain-store operations and labor unions are identified 

as the major loci of countervailing power in the American 

system. Since, in this context, they have great signif

icance, a comment about what happens to them in The New 

Industrial State is in order. In any real sense, farm 

groups and chain stores are not dealt with at all. 

Galbraith's remarks about the agricultural sector indicate 

that he views it as separate of the industrial system, and 

generally typified by the price competition of the free 

market. However, as technology becomes more important in 

farming, it follows—or, more accurately, is implied—that 

concentration and planning will be brought about by impera

tives similar to those operative in the industrial sector. 

The most direct hint of this is not found in The New Indus

trial State, but in American Capitalism, where Galbraith 

notes that unionization of farm labor is a response to the 

market power of concentrated farming in California."'" 

"'"Galbraith, American Capitalism, pp. 115-116, cited 
supra, p. 123 n. IS. 
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Conglomeration and the Absorption of the Chain Store 

Even less is said about chain-store operations in 

The New Industrial State. There are no direct statements, 

only implications which suggest that retailers, no matter 

how big, are at the same disadvantage as everyone else who 

must engage in price competition in an economy which is 

dominated by the industrial system. Like all others, they 

are especially damaged by the inflation which is character

istic of the technological order in the United States. 

Neil H. Jacoby has usefully pointed out that a 

. 'conglomerate' is ... a business corporation 

producing products or services of several industries that 

are unrelated with respect to raw material sources, product 

development, production technology, or marketing channels." 

It has already been noted that large corporations protect 

themselves by becoming what Jacoby refers to as ". . . 

concentric . . ."in their operations—corporations that, 

by ". . . producing related products . . . ," become 

diversified. It is possible that they would also engage in 

what Jacoby depicts as "a 'conglomerate merger' . . . 

despite the fact that "many managers of diversified firms 

avoid the use of the word, believing that it denotes lack 

of any inner logic and has a pejorative ring . . . , [and] 
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prefer to describe their companies as 'multi-market' or 

'multi-industry' firms. . . . 

Galbraith does not pay much attention to the conglom

erate phenomenon.-^ Perhaps he is right not to.^" It has, 

for instance, been argued by Paul M. Sweezy and Harry 
c 

Magdoff^ that the greatest activity in the field of conglom

erate mergers takes place not among mature corporations, but 

among firms—which are much smaller in magnitude and often 

£ entrepreneurial in character. Indeed, they hold, such 

2 Neil H. Jacoby, "The Conglomerate Corporation," 
The Center Magazine, July, 1969» pp. 41» 42, 41* 

^Until recently in Galbraith, "1929 and 1969," where 
Galbraith suggests that "nothing has been so remarked in 
recent years as the rediscovery of the conglomerates." 
Ibid., p. 57* In this article, as noted supra, pp. 370-371 n. 35. 
Galbraith fingers conglomerate operations as leading to a 
probable and fairly rapid collapse of the stock market. 

^Galbraith does pay attention to those who have 
written on the conglomerate movement, especially if they 
favor it. His remarks, for instance, about Jacoby are 
revealing not only of Galbraith's attitudes, values, and 
style. More to the point here, they indicate his general 
position on conglomerates. "Naturally no academic figure 
in this prosaic age has matched Professor Dice's parasangs. 
But one, Dr. Neil H. Jacoby, on detached duty from his job 
as Dean of Business Administration at UCLA to the Center for 
the Study of Democratic Institutions, has recently held at 
intolerable length that. . . . [Galbraith then cites Jacoby 
in regard to the value of conglomerates, and how they 
reflect flexibility and adaptability in the American economic 
system] After such thoughts one yearns for Professor Dice 
and his parasangs. Galbraith, "1929 and 1969>" p. 5&. 

k 
Paul M. Sweezy and Harry Magdoff, "Review of the 

Month: The Merger Movement: A Study in Power," Monthly 
Review, XXI, No. 2 (1969), 1-19. 

f\ 
Ibid., pp. 4-5. At least in terms of Sweezy's 

general outlook, for Sweezy and Magdoff the term "nouveau 
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mergers pose a threat to the dominant power of the mature 

7 corporations. But the same article also notes that "two 

of the top five companies on Fortune's latest list of the 

500 largest nonfinancial corporations (General Motors which 

is number 1 and General Electric which is number 4) have 

long been conglomerates . . . and many, perhaps a majority, 

of the others would qualify for the same designation." 

If Galbraith fails to emphasize conglomeration, he 

does stress the related factor of mature corporations manu

facturing a variety of products within the same industry. 

Thus, he points out, "in the late nineteen-fifties and early 

nineteen-sixties, the Convair Division of General Dynamics 

Corporation lost $425 million on the manufacture of jet 

transports." It is clear that "part of this was the result 

of uncertainties associated with research and development; 

its 880 and 990 passenger jets cost more to bring into being 

than expected. But a major factor was [exactly that which 

comprises the essential reason for diversification,] the 

failure of the market—or more precisely default on or 

riche" would probably replace "entrepreneurial," even though 
neither term is used in this article. 

^Ibid., pp. 9-19-

^Ibid., p. 5• 
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failure to obtain the contracts that were meant to reduce 
g 

market uncertainty.11 

However, "the company did not fail (although it was 

a near thing) because it had annual revenues of around $2 

billion from—in addition to aircraft—such diverse arti

facts as missiles, building materials, submarines and 

telephones." Importantly, "none of these was affected by 

the misfortunes of Convair. . . . Uncontrolled aversion of 

customers to one product, such as aircraft, is unlikely to 

affect telephones or building materials." Because the mature 

corporation "... combines great size with highly diverse 

lines of manufacture . . . , the effects of market uncer

tainty are thus contained in what will often be a relatively 

small part of the total planning unit.""^ In short, for 

Galbraith, mature corporations are "concentric" in opera

tion. 

Still avoiding the subject of conglomeration, 

Galbraith further pursues the subject of techniques whereby 

mature corporations protect themselves. "The market is 

superseded by what is commonly called verticle integration." 

Here, the planning unit takes over the source of supply or 

the outlet. ..." The effect is highly beneficial to the 

technostructure because ". . .a transaction that is subject 

^Galbraith, New Industrial State, pp. 26, 26-27. 

10Ibid., p. 27. 
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to bargaining over prices and amounts is . . . replaced. 

. . All that is now involved is . .a transfer within 

the planning unit."''"^ 

In Galbraith's view, "to have control of supply— 

to rely not on the market but on its own sources of supply— 

is an elementary safeguard" which is integral to oligopical 

operations within the industrial system. He realizes that 

"this does not eliminate market uncertainty. ..." But 

it does control the kind of ". . . large and unmanageable 

uncertainty ..." which can be vitally adverse to the 

firm's production. Thus, for instance, the uncertainty of 

". . . the price of ore or crude is replaced by the smaller, 

more diffuse and more manageable uncertainties as to the 

costs of labor, drilling, ore transport and yet more remote 

12 raw materials." 

The technostructure strives to replace purchase with 

control. "... This is a highly beneficial exchange. For 

Socony-Vacuum or Sohio, a change in the cost of crude is a 

serious matter, a change in the cost of drilling equipment 

a detail." The centrally important fact is that, "as viewed 

by the firm, elimination of a market converts an external 

negotiation and hence a partially or wholly uncontrollable 

^Ibid., pp. 27, 27-23, 23. 

12Ibid., p. 23. 
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13 decision to a matter for purely internal decision." J For 

the growth, autonomy, planning, and security of the techno-

structure, verticle integration is of great value. 

If the mature corporation works to protect itself 

against "market uncertainties," by diversifying its produc

tion within its own industry, and by "verticle integration," 

also within its own industry, it is not unreasonable to 

expect that sooner or later it will seek further protection 

by moving into ventures in other industries, thereby becom

ing a conglomerate. Of course, there are difficulties. In 

certain cases, it might need at least the tacit approval of 

its oligopical colleagues, with whom it has price conven

tions. There is also the problem of "expertise," a problem, 

however, which, given the enormous capacity of mature 

corporations to hire qualified personnel, is far from insol-

uable. Certainly, smaller corporations engaged in 

conglomerate activities have managed to solve the personnel 

problem, although Sweezy and Magdoff suggest that "the 

purpose of all this fancy public-relations activity [associ

ated with conglomerate enterprises] is of course to persuade 

Wall Street that the glamour stocks are worth a lot more 

than mundane balance sheets and profit-and-loss statements 

would seem to indicate, and that the management of these 

"^Idem. 

"^Sweezy and Magdoff, "The Merger Movement," 7• 
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companies are in these businesses not for the long pull of 

building a stable, productive firm, but to make a quick 

15 profit and "... 'get out fast*" when it becomes neces

sary. Under such conditions, "experts" are less important. 

It is, fairly certain, however, that if and when 

mature corporations move heavily into conglomeration, they 

will be in to stay. The final result may not be the 

"Plutocracy," the "Oligarchy," a situation "'. . . when the 

great trusts themselves combine into the combination of 

combinations—into the social economic, and political trust 

. . .'"a condition "*. . . when the combination of the 
1 Z? 

trusts will itself be the Government . . . , "' logical 

eventualities of the system which Marx also projects, 

although he foresees the proletarian revolution taking place 

17 well before this phase is reached. ' But it is certainly 

Idem (cited from John Wall, "Want to Get Rich 
Quick? An Expert Gives Some Friendly Advice on Conglom
erates," Barron's National Business and Financial Weekly, 
February 1968, p. 19. 

"^London, Iron Heel, pp. 5-et passim, 8-et passim, 
115-et passim, and 116-et passim. 

It is of interest that Woodrow Wilson argues that 
"the dominating danger in this land is not the existence 
of great individual combinations . . . but the combination 
of the combinations. ..." Wilson, New Freedom, pp. 112, 
112-et passim. 

17Cf., Marx, Capital; Karl Marx, Critique of the 
Gotha Programme, ed. by C. P. Dutt, Revised Translation by 
n.n., with Appendices by Karl Marx, Frederick Engels, and 
V. I. Lenin (New York: International Publishers, 193&); Karl 
Marx and Frederick Engels, Manifesto of the Communist Party, 
Authorized English Translation, ed., with Annotations by 
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possible—and, indeed, probable—that mature industrial 

firms will move into the agricultural and retail-chain 

fields, thereby totally destroying whatever remaining 

effects these may have as centers of countervailing power. 

The Technostructure and the Absorption of the Labor Union 

Galbraith's views in The New Industrial State about 

labor unions, the remaining force of countervailing power 

depicted in American Capitalism, do not have to be discov

ered through implications. His perception of the role of 

unions—at least that of the large unions which operate 

within the industrial system—is quite clear. "In fact the 

industrial system has now largely encompassed the labor 

movement. It has dissolved some of its most important 

functions; it has greatly narrowed its area of action; and 

it has bent its residual operations very largely to its own 

needs. 

Given its rise to power in the new industrial state, 

it is not surprising that "labor relations, naturally 

Frederick Engels (New York: International Publishers, 194$)> 
and Karl Marx, The Class Struggles in France, 184&-1850> 
with an Introduction by Frederick Engels (New York: Inter
national Publishers, 1964)• 

Also cf., Franz Mehring, Karl Marx: The Story of 
His Life, trans, by Edward Fitzgerald, with Illustrations 
and Facsimile Reproductions, Notes by Franz Mehring, and an 
Appendix prepared under the direction of Eduard Fuchs (New 
York: Covici, Friede, Publishers, 1935)* 

1 6 
Galbraith, New Industrial State, p. 2$1. 



enough, are conducted in accordance with the goals of the 

technostructure." It has been shown that the technostruc-

ture, with its goal of security, and its concern with its 

entire industry as reflected in industry-wide price admini

stration, rarely sets prices as high as they might be. "In 

the mature corporation the technostructure sets prices not 

where they maximize profits but where they best contribute 

to the security of the technostructure and to the growth of 

the firm." The history of corporate price increases, when 

the decision is made to do so, suggests that there is gener

ally a margin reserved by the pricing policies of mature 

corporations. "This means with rare exceptions that it has 

19 the latitude to increase revenues by increasing profits" 

whenever such action is considered necessary by the techno

structure. Thus, for instance, once the agreement of the 

other giants in its industry is obtained, a mature corpora

tion can, in this manner, generate capital for new ventures. 

It should be added that the "leader" in an industry may, at 

times, act without the approval of the others. With unusual 

exceptions, they will follow. 

Contracts with the large unions are usually written 

at roughly the same time throughout an industry, with the 

"leader" generally, but not always, setting the pattern. 

Union demands are likely to be largely met because "... 

19Ibid., pp. 265, 249-
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the technostructure with which the decision on wages 

resides, does not itself have to pay." Increased labor 

costs will be passed on to the consumer or, if necessary, 

they will be reflected in the decreased dividend checks of 

stockholders. When the technostructure is engaged in labor 

negotiations, such latitude in its pricing policy is always 

—or nearly always—available to it. "Accordingly it can 

20 pass wage increases along," at least most of the time. 

Even if the burden of a particular wage increase 

falls on the stockholders; and even, as is often the case, 

members of the technostructure own stock in the corporation; 

21 the technostructure will tend to concede to union demands. 

"It will be lead to do so because a strike, implying contin

gencies and uncertainties beyond the control of the 

technostructure, is always a threat to its security." 

Galbraith offers no examples of what these "contingencies 

20Ibid., p. 249. 

21 Galbraith does not explain why the United States 
has the greatest ratio of man-hours lost because of strikes 
of any country in the world. America, it is argued, has had 
a particularly vicious and violent history in regard to 
the development of labor unions. This might lead to a 
certain degree of lag in union perceptions of contemporary 
labor relations. It is also likely that the transferal 
of power to the technostructure is still in process. But 
this is probably the case in other countries as well 
although, it might be noted, they do not have the same 
extent of affluence as the United States and, therefore, 
can afford the production loss connected substantially less 
easily. For an argument that Galbraith ignores the evidence 
in this regard see Robert Fitch, "A Galbraith Reappraisal: 
The Ideologue as Gadfly," Ramparts, May, 1963, pp. 6-3. 
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and uncertainties" might be but, for instance, the implica

tion is plain that if a strike within the industrial system 

goes on long enough, the pressures for the state to step 

in will greatly increase. The autonomy and, hence, the 

security, of the technostructure would be jeapordized by 

this. Moreover, Galbraith argues, the technostructure is 

also likely to go along with any "reasonable" union demands 

because "labor conflict also cultivates attitudes that are 

hostile to identification and thus damaging to the motiva-

22 tional system" which is fundamental to the actual 

organization of the mature corporation. For the technostruc

ture, these are far more vital considerations than the 

slightly decreased dividend checks of some of its membership. 

In any event, given the impressive effectiveness of the 

techniques of want creation, occasions when added labor 

costs cannot be absorbed by consumers are rare. 

In reality, the modern union plays a significant role 

in the planning of mature corporations. "... The union 

can be a valuable seconding voice" in encouraging govern

mental spending that the technostructure wants. Given what 

has plainly become a harmony of perceived interests within 

the corporation, labor organizations are likely to do so. 

But "the much more important service of the union to plan

ning is to standardize wage costs between different 

Op 
Galbraith, New Industrial State, p. 249. 
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industrial firms and to insure that changes in wages will 

occur at approximately the same time." Clearly, Galbraith 

argues, that "this greatly assists price control by 

industry. 

Since "the union negotiates a bargain that is binding 

on all of its members," it makes it possible to regulate an 

important factor of production. ". . . It . . . brings 

workers within the ambit of control." Since the techno-

structure does not have to arrive at separate agreements 

with myriad individual workers who perform a vast array of 

different functions, it not only escapes a great deal of 

work, but its ability to project labor costs precisely is 

vastly improved. "And since collective bargaining contracts 

are for some period of time—a period that, in yet another 

accommodation to the industrial system, is tending to become 

longer . . . ," the ability of the technostructure to plan 

is even more enhanced. Furthermore, corporate labor costs 

in an economy that is normally inflationary are usually 

held down by the fact that "in between, the contract acts 

as a ceiling on wage payments.When he refers to ". . . 

25 the ministerial union," y it is these functions which 

23Ibid., pp. 273, 273-279, 279. 

2/)-Ibid. , pp. 279, 279-230, 230. 

25 See ibid., chap, xiv, "The Industrial System 
and the Union II: The Ministerial Union," pp. 274-231. 
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Galbraith has in mind—functions which minister to the needs 

of the industrial system, and the motivations and goals of 

the technostructure. 

In terms of power, "the industrial system ... is 

unfavorable to the union." There are two essential 

reasons for this. First of all, it is plain that "... 

modern, technology opens the way for a massive shift from 

workers who are within the reach of unions to those who are 

27 not." The prevailing motivations of white-collar workers 

are identification and adaptation. As indicated, the pecun

iary motivation,' while still present, is pushed further to 

the background as an adequate income comes increasingly to 

be assumed. But unions are only geared to serve pecuniary 

motivations—the fulfillment of the motivations of identifi

cation and adaptation must come, at least within the 

industrial system, from the corporation itself. It, thus, 

becomes very important that, within the mature corporation, 

massive "capital and technology allow the firm to substitute 

26Ibid., p. 274. 

27Ibid., p. 267. 
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white-collar workers and machines that cannot be organized 
2$ 29 

for blue-collar workers that can be." 

Secondly, in regard to blue-collar workers, those 

with whom the unions negotiate are no longer classical 

capitalists harboring attitudes that are antithetical to 

the pecuniary interests of workers. In the industrial 

system, "power passes to the technostructure and this 

lessens the conflict of interest between employer and 

employee which gave the union much of the reason for its 

30 existence." When the "boss," because he is no longer 

primarily concerned with maximizing profits, has the ability 

to transfer increased labor costs to others, and is friendly 

and willing to concede much, the drive to organize against 

him is muted. The effect is co-optation, with results simi

lar to those already mentioned in reference to the problem 

of organizing white-collar workers. Many blue-collar 

employees, when they have an option as to whether or not to 

join a union, increasingly no longer do. Because the union 

does less for them, they identify less with it. In the 

industrial system, more and more blue-collar workers iden

tify with the corporation, and even the technostructure. 

2 d 
For statistics on this, see ibid., pp. 267-26$. 

Also, see discussion on the difficulties of organizing white-
collar workers, supra, pp.. 265-266, and 266 n. 37. 

29Ibid., p. 274. 

^Idem. 
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As with the power of traditional capitalists and, 

later, that of corporate managers, the power of unions— 

both relative and absolute—has steadily drained away as 

the imperatives of technology, and the corollary power of 

the technostructure, have grown. To Galbraith it is plain 

that "the financier and the union leader are dwindling 

influences in the society." Actually, he contends, despite 

much remaining acclamation and deference, "they are honored 

31 more for their past eminence than for their present power." 

Like financiers and, indeed, like entrepreneurs in general, 

the unions have played no small part in bringing about the 

conditions which have led to their loss of power. 

During the thirties, Galbraith points out, "... the 

regulation of aggregate demand . . . was strongly pressed 

by the unions." Their purpose was ". . .to insure high 

32 employment . . . as the best way of protecting their 

members during a depression. "It is a measure of how far 

the Keynesian revolution has proceeded that the central 

thesis of The General Theory now sounds rather common-

33 place." The efforts of the labor movement were 

31Ibid., p. 320. 

32Ibid., pp. 269-270. 

33 John Kenneth Galbraith, "Came the Revolution," 
in Private Life and Public Order: The Context of Modern 
Public Policy, ed., with an Introduction by Theodore J. Lowi, 
Problems of Modern Government, ed. by Theodore J. Lowi (New 
York: W. W. Norton and Company, Inc., 1968), p. 143 (cited 
from John Kenneth Galbraith, "Came the Revolution: Rise of 
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instrumental in bringing this about. In fact, Galbraith 

argues, "... the unions assumed the principle role in 

winning approval of the policy . . . , an approval which, 

despite the campaign rhetoric of many Republicans, and some 

Democrats, has, in reality, been general ever since. 

In this success, Galbraith argues, the union move

ment served the interests of the technostructure which 

directly benefited from the fact that "it was the accommoda

tion of the state to the needs of the industrial system that 

3 5 the labor movement most sought." The effect of the fiscal 

policies which labor fought for, while certainly helping 

to guarantee the employment of union members, was, far more 

importantly, to ensure the growth, autonomy, and security 

of the technostructure. These policies allowed technologi

cal research and development, grounded in a now possible 

corporate planning and, significantly, promoted the afflu

ence which is the result. 

Not only was the technostructure thereby assisted in 
I 

wresting power from the entrepreneur but, because the imper

atives of technology were now, in effect, released, from the 

corporate manager as well. These new conditions also led 

an Orthodoxy," review of The General Theory of Employment, 
Interest, and Money, by John Maynard Keynes, in New York 
Times Book Review, May 16, 1965, p. l). 

•^Galbraith, New Industrial State, p. 27$. 

35Ibid., p. 270. 
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to a relative and, in fact, absolute, decrease in the 

importance and necessity of blue-collar labor as a factor 

of production. At the same time they brought about "gener

osity" on the part of the technostructure in dealing with 

blue-collar unions, a generosity made possible by the auton

omy and planning ability of the technostructure, and the 

enormous abundance produced by the industrial system. All 

of.this is possible only because of the regulation of 

aggregate demand by the state. Certainly, Galbraith asserts, 

"it was the thing most designed to make unions less 

needed. 

Despite the harmony of their perceived interests 

within the mature corporation, Galbraith does take note of 

the fact that "such cooperation between unions and techno

structure is by no means complete. ..." For instance, 

". . .in all legislative matters there is a good deal of 

traditional hostility to overcome." But, even though he 

argues that for such reasons ". . .it would be premature 

37 to write off the union entirely," his views about its 

role and power in the industrial system are plain. 

Galbraith does not so phrase it but, in effect, the 

union, as a functional factor of production, has become part 

•^Idem. 

37Ibid., pp. 27S, 274. 
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of the "verticle integration" of the mature corporation. 

Absorbed by the enterprise, the union increasingly views 

the interests of the firm as its own, identifying with the 

goals of the technostructure, in which it perceives a 

growing stake. At the same time, blue-collar membership, 

the foundation of the union's power, steadily diminishes, 

both relative to white-collar workers, who are hard to 

organize, and absolutely as well. Such is the logic of 

the imperatives of technology, a logic which, in the long 

run, may dictate that the trade-union movement is but a 

passing phase of industrial development. The last center of 

countervailing power becomes integrated into the oligopical 

corporations against which it was once arrayed. 

The Magnitude of State Spending 

It is evident that the entire industrial system, 

including the large unions, has an enormous stake in the 

fiscal techniques that keep the system going. What must be 

understood, Galbraith points out, is that this policy "... 

will only serve effectively to regulate demand if the public 

sector is large and the resources released or absorbed are 

large enough to count." It is clear that "they will be large 

enough . . . only if the operations of the state are suffi

ciently large in relation to the economy as a whole." Plainly, 

it follows that "government [itself] must ... be large if 

changes in its expenditures are to be used with effect." 
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Additionally, "taxes must be appreciable in relation to 

income if they are to affect incomes and therewith demand. 

That, since the thirties, taxes have grown substan

tially, and state spending has vastly increased is, in 

Galbraith's view, as already suggested, too plain to even 

be argued. For those not convinced, a plentitude of statis

tics is available. It has also been shown, "although the 

cliche is to the contrary, [that] this increase has been 

with the strong approval of the industrial system." In 

reality, "the cliche has noted only the ritual objection 

of business to government expenditure. Much of this 

objection comes from the small businessman outside of the 

industrial system or it reflects entrepreneurial attitudes 

rather than those of the technostructure." One thing is 

certain. "Business with the state is anything but homogene

ous. . . . The mature corporations were all the time seeking 

39 many of the things the entrepreneurs most opposed." 7 

Technological Innovation as State Policy 

But, even among small businessmen, entrepreneurial 

corporation men and, it should be added, large and small 

farmers, the objection to "big. government" ". . .is 

directed at only a small part of public expenditures," 

3gIbid., pp. 230, 227-228, 228, 227. 

39Ibid., pp. 228, 305. 
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mostly in the fields of welfare and certain kinds of public 

works, such as swimming pools, parks, and attempts at conser

vation. These, it is important to understand, are precisely 

expenditures which least directly assist the goals of the 

technostructure. Other public spending is treated differ

ently. "The genius of the industrial system lies in its 

organized use of capital and technology. This is made 

possible ... by extensively replacing the market with 

planning" which is assured by the fiscal policies of the 

state. Furthermore, the "qualified manpower . . . , deci

sive for the success of the industrial system," is intimately 

connected to state activity. Most vitally, in this connec

tion, "the education on which it depends is provided mostly 

in the public sector of the economy." Thus, "the mature 

corporation . . . depends on the state for trained manpower, 

the regulation of aggregate demand ..." and, even though 

not yet directly through a policy of control, through that 

regulation, "for stability in wages and prices."^ 

It is not "... sufficient that . . . public 

outlays[merely] make up the quantitative total" of state 

spending necessary for the security of the technostructure. 

". . .In addition to the problem of obtaining them in the 

necessary volume, there is also that of underwriting tech

nology and therewith (another essential requirement for) 

^°Ibid., pp. 223, 354, 296, 303. 
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the planning of the industrial system." In reference to the 

general spending policy of government, "there is . . . every 

reason to regard it, and the social attitudes and beliefs 

by which it is sustained, as reflecting substantial adapta

tion to the goals of the mature corporation and its 

technostructure. 

As a part of this adaptation, it is vital that the 

"secondary" goal of the technostructure—technological 

innovation—be advanced by the expenditures of the state. 

Most large-scale governmental spending programs bear, in 

fact, a close relationship to technology, and to the 

requirements of its inherent imperatives. The point is 

crucial to an understanding of American public policy. 

The Blending of "Private" and "Public" 

That the industrial system has "... flourished, 

none can doubt, is owing not to a mindless response to a 

free market . . ."by great aggregates of "economic men," 

"but to the subordination of the market at all points to 

comprehensive planning" of wants and technology. "Yet 

. . . , the myth of the system is quite different. That 

holds, and a large, expensive though not universally 

successful educational effort teaches, that all credit 

belongs to the market which is a force of transcendent 

power." It follows that "any union between public and 

• ^Ibid., pp. 231, 228. 
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private organization is held, by liberal and conservative 

alike . . . to be profoundly wrong. 

Fundamentally, Galbraith notes, "... the accepted 

doctrine . . . assumes and affirms a clear line between 

government and private business enterprise." For those 

committed to this view, the conceptual gulf between 

"private" and "public," between "economic" and "political," 

not only is descriptive of reality but, in normative terms, 

one that insists that people must strive to ensure that 

this reality is maintained. In the conventional wisdom, 

"nothing is more important." Importantly, "the position of 

this line—what is given to the state and what is accorded 

to private enterprise—tells whether a society is socialist 

or non-socialist." Such nostalgic perception, any shading 

of these distinct universes of human activity into one 

another is totally unacceptable. If it is perceived to 

have occurred, "to the conservative it means that high 

private perogative has been lost to the state. ... To 

the liberal it means that public power has been captured 

for private advantage and profit."43 

Throughout American history, Galbraith points out, 

there have been vogues as to which posed the greater threat 

to the true principles of economics: large business 

42Ibid., pp. 353, 354, 297. 

43Ibid., pp. 296, 297, 296-297, 297. 
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organization, or the state. In the twentieth century, 

general acceptance of the liberal "... fear that the 

corporation would dominate the state was matched and 

replaced by the [conservative] fear that the state would 

dominate business." In Galbraith's view, "this change 

occurred especially in the thirties." Essentially, Galbraith 

argues, "there were two causes: the rise of the trade 

union and the response of the state to the new needs of 

the industrial system. 

For Galbraith, the line between "economics" and 

"politics" once actually existed. But, he argues, what must 

now be seen is that "the relationship between the techno-

structure and the state is very different from that between 

the state and the entrepreneurial enterprise." What did 

exist, no longer does. "On few matters is an effort to 

free the mind more rewarding." Under modern conditions of 

sophisticated technology, the duality described in classical 

thought has been melded into an organic oneness. "The 

industrial system, in fact, is inextricably associated with 

the state. In notable respects the mature corporation is 

an arm of the state. And the state, in important matters, 

is an instrument of the industrial system. 

44Ibid., p. 300. 

^Ibid. , pp. 297, 296. 
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THE MILITARIZATION OF THE ECONOMIC ORDER 

"All business objection to public expenditures 

automatically exempts expenditures for defense or those, 

as for space exploration, which are held to serve equivilant 

goals of international policy." Furthermore, "it is these 

expenditures which account for by far the largest part of 

the increase in Federal expenditures over the past thirty-

five. years."''' They, "accordingly . . . , account for most 

of the expansion of the role of the Federal government in 

2 the economy." This spending serves the values of produc

tion, economic security, and the compromise on income 

equality. It coincides with the growth, autonomy, and 

security of the technostructure. Vitally, it is in complete 

harmony with the imperatives of technology. 

The Demand for Large-Scale Spending 

What Galbraith is suggesting, albeit, cautiously at 

first, is that if foreign-policy considerations move the 

government into space and, more importantly because of their 

larger magnitude, military, programs, there are other 

^Galbraith, New Industrial State, pp. 22$, 22S-229. 

2Ibid., p. 229. For statistics on this, see idem. 

409 
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pressing reasons for such commitments which have equal, if 

not greater, significance. "The market is not limited as 

Marx held; the management of aggregate demand, a possibility 

which he did not foresee, can be served by different types 

of public spending." But, here and there and, to an increas

ing extent, Galbraith is less cautious in describing the 

American system. "If a large public sector of the economy, 

supported by personal and corporate income taxation, is the 

fulcrum for the regulation of aggregate demand, plainly 

military expenditures are the pivot on which the fulcrum 

rests." It is plain that "military expenditures are what 

now. makes the public sector large, [indeed,] without 

them the Federal Government would be rather less than half 

3 its present size." 

Among economists, Galbraith notes, "the subject of 

military spending is dismissed by saying that were it not 

required by higher national policy, then the same effect 

could easily be obtained by shifting the outlays to civilian 

purposes or returning them to private use."^" Fiscal policy, 

they insist, does not necessitate a large military establish

ment. Noting that he ". . . once held the same view,"-' 

3lbid., pp. 338, 229, 230-231. 

^Ibid., p. 230. 
c. 
^Ibid., p. 230 n. 12. Especially, of course, in 

American Capitalism and, though less emphatically, in Theory 
of Price Control, Affluent Society, and "Strategy of Peace
ful Competition." 
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Galbraith now contends that such "... scholarly and 

textbook, discussion slights the role of military spending 

£ in the regulation of aggregate demand. ..." It ignores 

the crucial function of military expenditures in a system 

dominated by the values, motivations, and purposes of those 

who run the mature corporations. 

First of all, military programs provide the magni

tude of state spending necessary for effective control of 

aggregate demand, so vital to the security of the techno-

structure. Additionally, even though Galbraith does not 

comment on this, there is enormous pressure to keep up with 

the "enemy" through technological innovation. This goes 

beyond the planned obsolescence found in consumer-goods 

fields. It often leads to a situation in which obsolescence 

actually precedes production. And, it produces a condition 

which is condusive to the assured long-range projection of 

enormous future expenditures. 

Importantly, armaments spending also works to ensure 

the growth of giant corporations—and, thereby, the security 

of technostructures—both absolutely, and relative to the 

growth of smaller firms. "In the first half of the decade 

(June 1950-June 1956) a hundred firms received two-thirds 

by value of all defense contracts; ten firms received 

6Ibid., p. 230. 
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7 one-third." Such allocation of military contracts testi

fies to the superior technological capacity of capability 

of the mature corporations. 

It is clear, Galbraith asserts, that individuals 

cannot consume enough to create and maintain the magnitude 

of demand necessary for the security of the technostructure. 

Moreover, they cannot afford—or even use—many of the most 

impressive results of technological innovation. Given the 

importance of technological development as a goal of the 

technostructure—the product of which is the measure, in 

America, of its success and forms, consequently, the basis 

of its power—the problem inherent in an absence of poten

tial buyers is profound. It is solved by the state emerging 

as the most important customer of the industrial system, 

especially for the military manifestations of "progressive 
g 

technology. 

The Necessity for Military Spending 

The goals of growth, autonomy, and security are, 

clearly, wrapped up in technological development and the 

public esteem which it yields. These are the basic needs 

of the industrial system. "But these needs do not have to 

be met by weapons. Anything that is roughly equivalent in 

scale and technical complexity will serve." While it is 

^Ibid.. p. 75. This is taken from Kaysen, "Corpora
tion: How Much Power? What Scope?," pp. 86-87. 

8Ibid., p. 174. 
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extremely unlikely that those who run the mature corpora

tions would be greatly interested in expending much of their 

productive capacity on goods necessary for governmental 

welfare programs, where technological payoff would be small, 

it is not unreasonable to think that they would welcome 

being part of any state program which provides substantial 

opportunity for technical virtuosity. In fact, Galbraith 

claims, "most members of the technostructure of mature 

corporations would . . . , it seems probable, approve other 

areas of government activity, including in particular those 

that support advanced technology." Expanding on his own 

lead in "The Strategy of Peaceful Competition," Galbraith 

argues that "... could the image of the conflict with the 

Soviet Union be shifted from weapons competition to more 

general scientific and engineering competition, this would 

be equally satisfactory [to the .industrial system] provided 

9 always that the costs are sufficiently great." 

But, . .in addition to the problem of obtaining 

them in the necessary volume . . . other public outlays . . . 

would need to have somewhat of the same relation to technol

ogy as the military spending it replaces." The basic 

problem is the political one of selling highly technical, 

nonmilitary programs on a scale large enough to satisfy the 

^Ibid., pp. 340, 230, 340. 
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motivations and goals of the technostructure. As indicated, 

Galbraith takes note of the fact that "not for many years 

has any important business executive condemned the prodigal

ity of.expenditures on defense. From all pleas for public 

e.conomy Leven by the most dedicated conservatives] defense 

expenditures are meticulously excluded." To most Americans, 

the requirements of "national defense" are extremely urgent. 

"These have a justification that transcends ordinary 

questions of economic policy or everyday fears of socialism 

and the state. 

Not only are nonmilitary expenditures harder to 

obtain and to project with a fair degree of certainty but, 

because they are not "above politics" as are military 

programs, the scrutiny they are subject to is much greater. 

The first jeapordizes the assured growth of the techno

structure; the second its autonomy. None of the foregoing 

is lost on its membership. "This leads the technostructure 

to identify itself with the goals of the armed services and, 

not infrequently, with the specific goals of the particular 

service, Army, Navy, or Air Force, which it most intimately 

serves.""^"'" 

The central characteristic of the new industrial 

state is the interlock of motivations and goals of the 

10Ibid., pp. 231, 229. 

11Ibid., p. 310. 
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12 industrial system and the state. These become linked 

through the process of identification and adaptation. When 

the economic, social, and political pressures on the 

technostructure are understood, it becomes easy to under

stand why "the practical manifestation of this process is 

13 to be seen most clearly in defense procurement." 

War Spending and Technological Innovation 

Military expenditures do more than simply flow to 

corporations with the greatest technical expertise. "Addi

tionally they provide underwriting for advanced technology 

and, therewith, security for the planning of the industrial 

system in areas that would otherwise be excluded by cost 

and risk."'^ In short, the distribution of arms contracts 

not only reflects the technological superiority of mature 

corporations—it goes a long way towards creating that 

superiority. 

There is, then, a vital relationship between war 

expenditures and the capacity of the technostructure to 

plan. 

. . .  I n  t h e  d e v e l o p m e n t  o f  m o d e r n  w e a p o n s ,  i n  t h e  
exploration of space and in the development of a grow
ing range of modern civilian products or services 

12 This, in terms of its technological foundation, is 
the core of Galbraith's argument in this work. 

"^Galbraith, New Industrial State, p. 310. 

1/4Tbid., p. 229. 



416 

including transport planes, high-speed ground 
transport and various applied uses of nuclear 
energy . . . , the state guarantees a price suffi
cient, with suitable margin, to cover costs. 

Furthermore, "it undertakes to buy what is produced or to 

compensate fully in the case of contract cancellation." The 

effect of this policy on the planning capacity of the 

technostructure is highly significant because, "... 

effectively, it suspends the market with all its associated 

uncertainty. ... In areas of the most exacting and advanced 

technology the market is completely replaced and planning 

15 is therefore most secure." 

It is not surprising Galbraith argues, that "... 

this has become for the participants a very attractive part 

of the industrial system. The fully planned economy, so far 

from being unpopular, is warmly regarded by those who know 

it best." It is also not startling to anyone at all famil

iar with the distribution of the federal budget, that 

military spending constitutes, by far, the overwhelming part 

of state support for technological innovation by the mature 

corporations. In general, "the industrial system requires 

. . . a large public sector for the stabilization of aggre

gate demand. And [more precisely] the system's planning 

. . . reaches its highest stage of development in conjunction 
1 

with modern military procurement." 

15Ibid., p. 31. 

l6Ibid., pp. 31, 327-32$. 
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For Galbraith, the imperatives of technology are 

the central reality of the new economics. They bring about 

a situation where the success of the giant corporation, 

and the consequent fulfillment of the motivations and goals 

of its technostructure, is predicated on the ability to 

plan. "Everything here depends on the care and skill with 

which contracts are sought and nurtured in Washington or 

in Whitehall or Paris.""'"''' 

The Technostructure As Political Activist 

Certainly, Galbraith argues, "business ... in the 

day of the entrepreneur and the entrepreneurial corporation 

... . . was . . . transcendent in its direct political power— 

its power over votes and legislators." Much has been written 

on this and, by most people interested in American politics, 

the manipulations whereby earlier corporations gained 

political power are well understood. These involved "... 

legislators ... in the pay of corporations and . . . public 

officials . . . responsive to financial blandishment." 

Based on this, most people who search for corporate power 

in the modern world 

. . . delve for five-percenters and lobbyists who 
dispense alcohol, mink, vicuna, freezers, hospital
ity in Nassau and New York hotel suites and the 
attention of far more vapid and adaptable young 
women than the public servant encounters of an 

^Ibid., p. 63. 
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evening in Falls Church. The best discovery of all 
is a traditionalist who carries money in a black 
bag.lo 

That the mature corporation in the United States 

possesses enormous political power is certain. But its 

operative technique has been substantially transformed. Not 

realizing this, Galbraith contends, "those who look for it 

usually look in the wrong place. Given the past pre-eminence 

of pecuniary relationships, they naturally look for these." 

To be sure, they exist. "In mature corporations which have 

particular need for favorable political action—the alco

holic beverage industry has in the past been an example— 

executives pay themselves salaries which provide a margin 

for political purposes." Employing this, and other easily 

available money, "much minor bribery is still used by mature 

corporations to buy needed action or inaction from state 

legislatures. And ample funds are available for persuasive 

lobbying, as distinct from the older forms of direct 

19 purchase of legislators or votes." 

But these are really crude anomalies in the modern 

arsenal of devices through which political power is wielded 

by the mature corporation or, more precisely, the techno-

structure. The fact, Galbraith attests, is that "the 

1̂ Ibid., pp. 305, 30$. 

19Ibid., pp. 308, 302. 
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technostructure exercises much less direct political power 

than did the antecedent entrepreneur." Regardless of the 

already noted exceptions, in general, it . .is far less 

able to deploy financial resources for political purposes 

. . .. and, in consequence of its group character, is far 

less effective in direct political action." Yet, despite 

the fact that "the mature corporation does not exercise 

similar power," it is clear that ". . .it has won an 

accommodation by the state to its needs that is highly 

favorable." Indeed, regardless of their bag of political 

tricks, it is also evident that "... this accommodation 

has not been nearly so favorable to the surviving entrepre

neurs."^^ 

As a general condition, "the mature corporation 

cannot buy political power" directly. However, even if it 

could, it has "... far less incentive to do so . . ." 

than was the case in the past. Better techniques are 

available. One of these derives from the fact that "the 

technostructure has ready access to communications media— 
21 press, television, radio—and thus to political influence." 

Advertising specialists within the organization are in 

ready supply. Others, if needed, are obtainable for a 

price, paid out of an ample advertising budget. It is 

2QIbid., pp. 320, 302, 305. 

21Ibid., pp. 30S, 302. 
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reasonable to think that an industry which has been so 

successful in regulating the specific demand for goods, can 

be equally effective in regulating the demand for policy. 

If wants for products can be synthesized, so can wants for 

other things. The techniques of want creation, and the 

money to buy them, are essential elements in the political 

power of the technostructure. 

But of even greater significance for political 

effectiveness in the new industrial state are the motiva

tions of identification and adaptation. "Members of the 

technostructure . . . identify themselves with its goals 

because they find them superior to their own and because 

[very importantly] there is a chance of adapting them to 

their own." Significantly, "the relationship of the techno

structure of the mature corporation to the state is the 

same." In terms of their most important goals, the giant 

corporations and the state are identical. "The state is 

strongly concerned with the stability of the economy. And 

with its expansion and growth. And with education. And 

with scientific and technical advance. And, most notably, 

with the national defense." It is evident, Galbraith argues, 

that "these are the national goals; ..." In fact, by now 
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". . . they are sufficiently trite so that one has a 

22 reassuring sense of the obvious in articulating them." 

The goals of the United States, proclaimed to be so 

by those with appropriate authority, share a characteristic 

which, by now, is evident. "All have their counterpart in 

the needs and goals of the technostructure." It is this 

commonality of perceived interest between the mature corpor

ation and the state which is the central foundation of 

corporate political power in the twentieth century. The 

most vital technique in the wielding of this power is the 

actual formulation and implementation of agreed-upon public 

policy. "Therein lies the influence of the mature corpora

tion—an influence which makes purely pecuniary relationships 

pallid by comparison." Once again, Galbraith notes, "... 

we find the principle of consistency rendering faithful 

service." J 

As a generality, the modern, technostructure does not 

engage in the unsophisticated power plays of the "robber 

barons."2̂ ' It is not organized to do so, although it is 

reasonable to suspect that, if necessary, it might well be 

able to build the requisite organization. That it does not 

even try, in Galbraith's view, ". . .is because it has far 

22Ibid., p. 309. 

23Ibid., pp. 309, 310. 

2̂ Josephson, Robber Barons, pp. vii-et passim. 



422 

more influence as an arm of the bureaucracy and its influ-

25 ence on the larger climate of belief." 

" . . .  T h e  d e e p  d e p e n d e n c e  o f  t h e  i n d u s t r i a l  s y s t e m  

on the state and the nature of its motivational relation

ship to the state . . . , [leading to] its identification 

with public goals and [very importantly, to] the adaptation 

of these to its needs . . . ," comprise, "... obviously 

. . . , a far more important power ..." than that which 

was wielded in classical, heavy-handed, business style by 

entrepreneurial corporations. An overt corporate political 

effort would not be nearly as effective. 

Importantly, "the technostructure selects its 

theater of influence with discrimination and intelligence." 

As the basis of its political power, "... the mature 

corporation has a continuing and intimate relationship for 

which doors must always be open and access to public 

officials always be easy and without tension. Adverse 

political action or even hostile oratory lessens this ease 

of access."2''' The essential political technique of the 

technostructure is, precisely, the sharing of motivations 

and goals with the state. On this basis, it uses its power 

of expertise and organization to share in the decisions of 

^Galbraith, New Industrial State, p. 320. 

26Ibid., pp. 392, 316. 

2̂ Ibid., pp. 316, 315» 
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those charged with the responsibility of formulating and 

implementing public policy. In expanding its power, the 

mature corporation surrenders "politics" for authority. 

The Connection of the Military to the Political 
Power of the Technostructure 

Those relationships which constitute the essential 

realities of the new industrial state are, again, best 

revealed in their military context. As suggested, 

. . . the technostructure comes to see the same 
urgency in weapons development, the same security 
in technical pre-eminence, the same requirement for 
a particular weapons system, the same advantage in 
an enlarged mission for (say) the Air Force or Navy, 
as does the particular service itself. 

But the situation is more complex than this. "The need to 

combine the work of diverse specialists and technicians that 

the development (say) of a new weapons system requires 

organization. This the technostructure, and frequently it 

alone, can provide." It follows that "... the armed 

services are deeply dependent on their supplying corpora-

tions for technical development." 

Certainly, "a firm that is developing a new genera

tion of fighter aircraft is in an admirable position to 

influence the design and equipment of the plane." This much 

is evident. What is less evident, Galbraith claims, is 

that "it can have something to say on the mission for which 

it is adapted, the number of planes required, their 

28Ibid., pp. 310, 311. 
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deployment and, by implication, on the choice of the enemy 

29 toward which it is directed." 

Not only does the technostructure "... help shape 

the highly technical choices which, in turn, govern the 

demand for its own military and other products." More 

importantly, because it is an organization of specialized 

intelligence, and because it shares motivations and goals 

with the military agencies of the state with which it is 

dealing, the technostructure "... xvill have access to the 

decisions on military strategy which establish the need 

for such products" and, in fact, for its own power. Further

more, as is often the case, "if the firm has been accorded 

a more explicit planning function, [by the military service 

involved,] it helps to establish assumptions as to probable 

enemies, points of probable attack, the nature of the 

resulting hostilities and other factors on which defense 

30 procurement depends."^ 

The consequence is plain. "In conjunction with other 

such planning, including, of course, that of public agencies 

. . . , [the technostructure] helps to establish the offi

cial view of defense requirements and therewith of some part 

of the foreign policy. . . . And it will help to shape the 

current beliefs or assumptions on foreign policy" which are 

29Ibid., p. 311. 

30Ibid., pp. 316, 311-312. 
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held not only by the State Department and the Pentagon, but 

by the American people in general. "These will be a broad 

reflection of the firm's own goals; ..." Surely, "... 
31 it would be eccentric to expect otherwise." 

The Economic Function of the Cold War 

The vital interrelationship of the industrial system 

with the military establishment necessitates ". . .an image 

of the world which justifies or rationalizes the military 

expenditures that the arrangement requires." It is clear 

that "for nearly twenty years . . . the requisite image has 

been that of the Cold War." Relative to the goals of the 

technostructure, the essential character of the Cold War is 

important. "It is a relentless, implacable, permanent, 

but ultimately benign struggle with the world Communist 

32 movement as led by the Soviet Union. 

As Leo Huberman and Paul Sweezy have long noted, the 

American economy is less one of war than of war-prepara-

33 tions—an Orwellian world of war-non-war on a permanent 

basis. Certainly, Galbraith urges, ". . .if the competition 

is energetically pursued, it tends to be a stalemate—neither 

31Ibid., pp. 312, 316, 312. 

•^Ibid., p. 323. 

•^See Monthly Review, I, No. 1 (l949)-et seq. In 
this regard, see, especially, Sweezy, "American Economy and 
the Threat of War," 339-442. 
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side can destroy the other without suffering unacceptable 

damage itself. And, both being rational, the showdown is 

avoided.Nothing could better serve the goals of the 

technostructure. 

Moreover, Galbraith argues, nothing could better 

serve the goals of the "enemy," the technostructure in the 

Soviet Union, also an advanced technological economic order. 

The pressures on the technostructure in the United States, 

deriving from its motivations and goals, have been shown. 

"In the non-Soviet systems this means excluding the capital

ist from effective power. But the same imperative operates 

3 5 in the socialist economy" when it is characterized by 

sophisticated technology. 

In Galbraith's view, "nothing in our time is more 

interesting than that the erstwhile capitalist corporation 

and the erstwhile Communist firm should, under the impera

tives of their own organization, come together as oligarchies 

of their own members." These oligarchies—the technostruc

ture within each national system—share highly similar, if 

not identical, motivations and goals. "Both systems are 

subject to the imperatives of industrialization" and, more 

to the point, of post-industrial technology. Moreover, 

•^Galbraith, New Industrial State, p. 329» 

•^Ibid., p. 390. 
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"both countries, quite clearly, solicit belief for what 
n A 

serves the goals of the industrial mechanism."-^ 

Even though, "none may minimize the difference made 

37 by the First Amendment," Galbraith, much like Lincoln 
3g 

Steffens-^ in an earlier era, suggests that between American 

and Soviet realities, "instead of contrast leading to 

implacable conflict, a more evident tendency is conver-
39 gence." Foremost among these is the dominant position 

of the technostructure in each society, and the benefit of 

the Cold War to those organizations. 

Within the United States, it is clear that "the 

industrial system helps win belief for the image of impla

cable conflict (with associated features) that justifies 

its need." It follows that, "belief being won, the arms 

competition seems normal, natural, and inevitable as do 

the actions based on it. Dissent seems eccentric and 

irresponsible." To not go along, is to be ostracized, or 

worse. "Herein is the power of a system that depends on 

persuasion rather than on compelled support." Although, 

for Galbraith, "this influence is not absolute," its broad 

•^Ibid., pp. 390, 332. 

•^Ibid., p. 332. 
id 
Steffens, Autobiography of Lincoln Steffens, p. $72. 

•^Galbraith, New Industrial State, p. 332. 
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effects characterize "... the normal manifestation of 

influence"^ in the new industrial state. 

"In its more simplistic outline in the last twenty-

years, the relation of the Cold War to the needs of the 

industrial system has been remarkably close." Its image 

has been promoted by the advertising expertise of the 

technostructure. But, Galbraith insists, "that this image 

owes its existence to the needs of the industrial system is 

not suggested for a second."^" Unlike those who view the 

Cold War as a creation of oligopical corporations in the 
i 2 

United States4" or, in some cases, the American ruling 
I O 

class, Galbraith takes the position that mature corpora

tions have only promoted what already existed. 

Despite the fact that "... history must be separ

ated from result," and the result greatly benefits the 

industrial system, "the revolutionary and national aspira

tions of the Soviets, and more recently of the Chinese, and 

40Ibid. ,. pp. 332, 312. 

^Ibid., p.. 323. 

^Cook, Warfare State, Mills, Power Elite, and John 
M. Swomley, Jr., "The Military-Industrial Alliance," in 
Struggle Against History: U. S. Foreign Policy in an Age 
of Revolution, ed., with a Foreword by Neil Houghton, with 
an Introduction by Arnold J. Toynbee, A Clarion Book (New 
York: Simon and Schuster, 196$), pp. 41-5&. 

^Cf., Huberman and Sweezy, Monthly Review, I, No. 1 
(l949)-et seq.; Leo Huberman and Paul M. Sweezy, Cuba: 
Anatomy of a Revolution (New York: Monthly Review Press, 
I960); and Baran and Sweezy, Monopoly Capital. 
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the compulsive vigor of their assertion, were the undoubted 

historical source"^ of the Cold War. Certainly, the techno-

structure in the United States and the Soviet Union have 

gained from, and actively promoted, the Volksgeist of the 

Cold War, but the forces bringing it about are to be found 

in politics, not technology. 

However, this disclaimer notwithstanding, "it is 

extremely important ... to know that our imagery is, in 

part, derived from the . . . [imperatives of technology, 

and] that part of our view of the world and of its politics 

originates not in our own minds but in the needs of the 

industrial system." Interconnected by identification and 

adaptation, "... the government has goals with which the 

technostructure can identify itself." Significantly, there 

are times when, "... plausibly, these goals reflect 

adaptation of public goals to the goals of the technostruc-
k 5 

ture.'IH"^ This is most likely to be the case when public 

expenditures involve advanced technological production, the 

most crucial part of which resides in the armaments programs 

of the state. 

^Galbraith, New Industrial State, p. 32$. 

45Ibid., pp. 333, 309. 



430 

Capture of National Purpose 

"None of this is to suggest that all social atti

tudes originate with the technostructure and its needs." 

It must be kept in mind, Galbraith argues, that "society 

also has goals, stemming from the needs which are unassoci-

ated with its major productive mechanism, and which it 

imposes on the mature corporation." The problem is that most 

people overlook, or underrate, the effect of the techno

structure on the attitudes, values, and goals of American 

society. Certainly, "the mature corporation imposes social 

attitudes . . ." to a significant extent. But ". . .it 

also responds to social attitudes." This, too, is important. 

Galbraith does not perceive the industrial system as 

completely dominant. He simply argues, "as elsewhere . . . , 

only for a two-way process."^ 

Despite his insistence on a reciprocal influence, it 

is plain that Galbraith is greatly bothered by the rise to 

power of the technostructure in the United States. "These 

pages have shown, one trusts, the considerable social and 

economic foundation for . . . unease. They also make clear 

the nature of the forces by which we have been captured." 

The United States seems, after all, to be dominated by the 

^Ibid., p. 165. 
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technostructure which, in pursuit of its most essential goal 

of its own security, along with the attendant goals of 

growth and autonomy, has attained a "monopoly of social 

purpose" over the core values of the nation. "Social 
I 7 

purpose is . . . the result of adaptation" by mature 

corporation of national goals to goals of its own. At 

least, to be more precise, it is to a highly significant 

extent. 

Attitudes and Values in the New Industrial State 

The industrial system has created enormous economic 

abundance. But, Galbraith insists, it must be realized that 

the existence and continuation of the industrial system 

requires that certain attitudes, values, and goals remain 

dominant in American society. It is also necessary "... 

to have clearly in view the dimensions of life which the 

industrial system, by its nature, does not or cannot serve 

and which, because of its disabilities, it will tend to 

minimize." Given the de facto authority of the technostruc

ture in the establishment and carrying out of national 

goals, the fact that "the industrial system generally 

ignores or holds unimportant those services of the state 

which are not closely related to the system's needs, 

^Ibid.  , pp. 344, 165-

^Ibid., pp. 344, 342. 
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must be understood if the power realities of American 

society are to be fully comprehended. 

One thing is certain. The principal goal of the 

technostructure, the integrity of the organization itself, 

can only be attained and preserved if the demand for goods 

is constantly urgent. Thus, the regulation of specific 

and aggregate demand are of vital concern to the industrial 

system. In the realm of specific demand and, to some extent, 

aggregate demand as well, this concern has lead to the emer

gence of a formidable advertising and public-relations 

industry. This, in turn, has had an enormous effect on the 

attitudes, values, and goals of the American people. "Soap 

and dentifrices are accorded importance by the industrial 

system by the advertising by which it manages demand." 

They are, as a consequence, held to be important by the 

population in general. On the other hand, "public clinics, 

[for instance] which may do more for health, are the bene

ficiaries of no similar promotion. They suffer accord

ingly."^ 

It is plain that 

such services of the state as the care of the ill, 
aged, and physically or mentally infirm, the 
provision of health services in general, the provi
sion of parks and recreation areas, the removal of 
rubbish, the provision of agreeable public structures, 
assistance to the impoverished and many other services 
are not of particular importance to the industrial 
system. 

^Ibid . ,  p .  345« 
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Moreover, Galbraith points out, 

. . . they are in competition for funds with the 
wants that result from the aggressive management 
of the consumer by the industrial system. In 
consequence, hospitals do badly in competition for 
resources with automobiles. Expenditures for parks 
do poorly in competition with those for chromatic 
television. And so forth.50 

Those "services of the state that are not directly 

related to the needs of the industrial system are much less 

favored . . ." than those conforming to its requirement 

that specific demand for the consumer goods it produces be 

regulated. "Still other activities of the state are inimi

cal to the industrial system, or to the goals it avows and 

the priorities it enjoys." Like attempts, for example, to 

minimize pollution, protect certain natural resources for 

public use, and, although Galbraith does not note it, 

protect the land rights of certain ethnic minorities, "they 

51 encounter the active opposition of the industrial system."-^ 

The dominant position of the technostructure, and its abil

ity to establish attitudes, values, and goals in America, 

makes the problem of social imbalance—private affluence 

co-existing with public starvation—much worse than it might 

otherwise be. 

"It is important to the technostructure . . . that 

technological change of whatever kind be accorded a high 

^Ibid., pp. 345 > 345-346. 

^Ibid . ,  p .  345.  
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social value. This is agreed" upon by most people in the 

United States. "Few question the merit of state interven

tion for such social purpose as supersonic travel or improved 

applications of nuclear power. Even fewer protest when 

these are for military purposes." In Galbraith's view, it is 

not surprising that "national defense, support to research 

and technological development, such collateral needs of 

industrial growth as highways and air traffic management are 

not neglected. Nor is education." Despite the fact that 

52 public "spending for schools . . ."y is not of immediate 

benefit to the technological ambitions of the technostructure, 

an emphasis on education, at least for people who, by virtue 

of the fact that they belong to particular classes and 

groups, are likely to go to college and beyond, is crucial 

in an economic order where the vital factor of production is 

organized intelligence and specialization. 

"Adaptation has paved the way" for the vital concern 

of the technostructure about technological virtuosity to 

become an important purpose of American society—indeed, 

Galbraith implies, the most important national goal. "Given 

the high social purpose attributed to technological change 

. . . , socialization of development [in this field by the 

state] is strongly approved"^ by most Americans. In a society 

52Ibid., pp. 164, 164-165, 345, 231. 

53Ibid., p. 175. 
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where the term "socialism" evokes an automatic aversion, 

this is remarkable testimony to the strength of the ideology 

of technological development even among those who may have 

the least to gain, and often the most to lose, from it. 

Within such a society, Galbraith notes, it is not 

required that "... attention be paid to whether this 

investment of resources is important in relation to alterna

tives." In effect, for instance, "there is no need to 

measure the advantages of space achievements against help 

to the poor." By most Americans, "in the nature of success

ful adaptation [by the mature corporation of social goals 

to goals of its own] the absolute virtue of technological 

5 L advance is . . . assumed.Indeed, such achievement is 

the very definition of social progress in the United States. 

Certainly it is the only definition that all, or nearly all, 

can agree on. 

The "Aesthetic Dimension" 

There is another aspect of the new industrial state 

which greatly disturbs Galbraith. In fact, it disturbs 

him enough to be singled out for special treatment. Indeed, 

it is really symptomatic of the general American condition. 

This is the absence of an aesthetic dimension. 

"The aesthetic experience was once a very large 

part of life—unimaginably large, given the values of the 

^Idem. 
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industrial system." It is significant, Galbraith remarks, 

that "no city of the post-industrial era is ... of remotely 

55 comparable artistic interest." Indeed, "the artist's 

values—his splendid and often splenetic insistence on the 

supremacy of aesthetic goals—are subversive of the straight-
56 forward materialist concerns of the economist" and, of 

course, of the technostructure. 

"One of the terms of disapprobation in the industrial 

system is aesthete. This is because aesthetic achievement 

is beyond the reach of the industrial system and, in substan

tial measure in conflict with it." This, Galbraith argues, 

. . derives partly from a conflict in goals and partly 

because aesthetic goals are beyond the reach of the techno

structure, which is to say that it cannot identify itself 

with them." Consequently, it cannot adapt them to its own 

goals. . If they are strongly asserted, they will be 

57 viewed as a constraint." And, given the goals of growth, 

autonomy, and security, aesthetic considerations do 

55 Ibid., p. 347. For an outstanding treatment of 
this problem, cf., Lewis Mumford, The Culture of Cities 
(New York: Harcourt, Brace and Company, 1938), p. 45» espe-
cially chap, i, "Protection and the Medieval Town," pp. 13-
72, chap, ii, "Court, Parade, and Capital," pp. 73-142, chap, 
iii, "The Insensate Industrial Town," pp. 143-222, chap, iv, 
"Rise and Fall of Megalopolis," pp. 223-299* chap, v, "The 
Regional Framework of Civilization," pp. 300-347> chap, vii, 
"Social Basis of the New Urban Order," pp. 402-493* 

56 J Galbraith, "Economics and Art," p. 45. 

^Galbraith, New Industrial State, p. 347* 
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interfere with the operations of the technostructure. 

"Thus, in an obvious case . . . , aesthetic goals 

. . . will affect the location of industrial plants." If 

the aesthetic dimension is important, "these will be placed 

not where they are most efficient [in the traditional terms 

of economists] but where they are the least offensive. . . . 

This means higher cost, smaller output, or both." Moreover, 

"their mode of operation, including the odors they dispense 

into the atmosphere and the wastes they deposit into 

streams, lakes, and subsoil, will also be controlled." 

The aesthetic dimension, when applied to the industrial 

system, is inseparable from considerations of health and, 

when the continued vitality of natural resources is consid

ered, that of long-term efficiency in production. All are 

unimportant to the technostructure because, in light of 

their present goals, attention to them will compromise 

their perceived interests. 

Referring to the aesthetic quality of what is pro

duced, Galbraith asserts that 

industry, alienated from the artist and with its eyes 
fixed by way of the market researchers on the popular 
taste, has regularly failed to perceive . . . advances 
in. taste which were rendering its designs banal and 
otiose. Instead of being a little ahead, it has 
been a little behind. 

Furthermore, 

58Idem. 
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progress toward better design has . . . been handi
capped by planned obsolescence. To offset the 
excessive durability of products and the inhibiting 
effects of this on demand, many of them must be 
constantly restyled. These constant changes cannot 
but have an exhausting effect on the artistic resources 
of the industry.59 

Although Galbraith does not, a similar condition could be 

said to apply to most radio and television programming. 

There is yet another factor which has made a major 

contribution to the aesthetic void of the new industrial 

state. As is, by now, abundantly clear, advertising is a 

highly significant industry in the United States; one which 

has great influence on the wants and, importantly, the 

taste of the American people. "To assert aesthetic goals is 

... to interfere seriously with the management of the 

consumer." The function of advertising in the regulation 

of specific demand is to persuade. "The essence of this 

persuasion is to attract attention." This is accomplished, 

". . .in one successful form by allowing beauty to attract 

our eyes or ears and then introducing a contrasting, which 

is to say, in practice, a jarring note." Plainly, "this, 

in. many of its manifestations, requires dissonance—a 

jarring of the aesthetic sensibilities."62 

-^Galbraith, "Economics and Art," p. 5$. 

^Galbraith, New Industrial State, p. 34&» 

^Galbraith, "Economics and Art," p. 56. 

Galbraith, New Industrial State, p. 34^. 
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Even members of the advertising industry are, 

periodically, apologetic about how they extract their 

livelihood from the economy. But "it is defended interest

ingly by the contention that it 'gives the consumer what 

he wants.' If he did not approve, he would not respond." 

And, that he does respond is apparent. Along the same lines, 

Galbraith suggests, "a man who comes to a full stop because 

he is hit over the head with an ax proves ... by his 

response that it was what he was yearning for." 

Reason aside, it is plain that "... advertising 

cannot seek harmony with its environment. The most beauti

ful billboards would be those that blended into the landscape 

—and were not seen. The most agreeable commercials would 

be those that did not interfere with the play or music— 
f i l  

and were not heard." This would be intolerable to the 

technostructure, which has a vital stake in "the . . . 

65 principles of planned dissonance . . . ," and the whole

sale saturation of the American mind in a corruption of 

taste. Such corruption, Galbraith implies, has a deeply 

damaging effect on the quality of existence and the general 

sensitivity of human beings. 

63Ibid., pp. 34-3-349, 349. 

^Galbraith, "Economics and Art," p. 56. 

^Galbraith, New Industrial State, p. 34$. 
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"The industrial system has yet a further and more 

fundamental conflict with the aesthetic dimension." This 

stems from the fact that "the industrial system . . . 

depends urgently on organization." In an era of technology, 

Galbraith argues, "the greatest industrial achievement, myth 

to the contrary, emerges from committees." But "artists 

do not come in teams." They are not easily absorbed into 

the technostructure which, consequently, cannot generally 

adapt them to its goals. Because artists make poor organ

ization men, few are found in mature corporations. "The 

aesthetic dimension being beyond the ready reach of the 

industrial system, members of that system are led naturally 

to assert its unimportance."^ In light of the inordinate 

power of the technostructure, it is an assertion which has 

tremendous influence on the American mind. 

Tyranny Over the Public Mind 

Galbraith's concern about the condition of the 

aesthetic dimension in the United States is symptomatic of 

what troubles him most profoundly: the possibility of 

". . . monolithic ..." domination by the technostructure 

over the social goals of the nation. Certainly, "the ethos 

of the industrial system—its measurement of success by its 

capacity to increase production in response to wants of its 

own creation—evokes skepticism." But increasingly, 

66Ibid., p. 349. 
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Galbraith contends, "social thought in the industrial system 

does not allow of inquiry as to whether increased or more 

efficient production of a particular product is a good thing. 

It is, per se, a good thing." ' 

Within an economic order of enormous material 

abundance, such intellectual and normative limitations 

are patently absurd. It is plain, Galbraith declares, that 

if we continue to believe that the goals of the 
industrial system—the expansion of output, the com
panion increase in consumption, the public images 
that sustain it—are coordinate with life, then 
all of our lives will be in service of these goals. 
What is consistent with these ends we shall have 
or be allowed; all else will be off limits.°° 

Most essentially, the great danger posed by the 

dominance of the industrial system is the danger to individ

ual freedom. "The two questions most asked about an 

economic system are whether it serves man's physical needs 

and whether it is consistent with his liberty." That the 

mature corporation, through its control of huge quantities 

of capital and its capacity for technological innovation, 

has brought about an affluence capable of satisfying man's 

material needs, and much more, cannot be denied. Its 

price, however, may be the freedom of the individual and 

the development of his descrete personality. 

The [conservative] instinct which warns of dangers 
in . . . [an] association of economic and public 

67Ibid., pp. 323, 3S2, 343. 

68Ibid., p. 39S. 
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power is sound. . . . But conservatives have looked 
in the wrong direction for the danger. They have 
feared that the state might reach out and destroy 
the vigorous, money-making entrepreneur. They have 
not noticed that, all the while, the successors to 
the entrepreneur were uniting themselves ever more 
closely with the state and rejoicing in the result. 

By so doing, "they were also, and with enthusiasm, accepting 

69 the abridgement of their freedom." 

Galbraith does not comment on liberals in this 

context. It is clear, however, that the commitment of 

liberals to the traditional idea that the realms of econom

ics and politics are, in fact, separate, and should be kept 

that way, has as much as it has conservatives, prevented 

them from comprehending modern reality. The liberal stress 

on the antitrust approach is symptomatic of a continued 

dedication to the archaic conception that big government 

is a necessary, and autonomous, counterforce to the power 

of big business. 

What finally emerges is Galbraith's fear of the 

tyranny of the giant oligopolies, linked in their power and 

goals with those of government and, in this combination, 

able to dominate society through control of the mind. As 

noted by many political thinkers, the best way to rule is 

to create a condition where those who are ruled think that 

they are not. Here, they argue, is the most effective 

technique for maintaining "order" and "stability." 

69Ibid., pp. 396, 397. 
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This, Galbraith implies, is what those with power in the 

United States are striving to achieve. "The danger to 

liberty lies in the subordination of belief to the needs of 

the industrial system. In this the state and the industrial 

70 system will be partners." 

On their side is the enormous leverage of providing 

the abundance which satisfies the paramount aspirations of 

the vast majority of the American people, aspirations which, 

in the midst of economic affluence, have been directed by 

the technostructure into endless material wants and, 

thereby, channeled into serving the goals necessary for 

the continuation of its own power. Such is the result of 

regulation of specific demand. Additionally, the regulation 

of aggregate demand—with its enormous stress on military 

expenditures—also exercises a crucial influence on the 

attitudes, values, and goals of most people in the United 

States. Both are essential to the strong possibility of 

corporate tyranny in the new industrial state. 

Foreign Policy and Doublethink 

Certainly, Galbraith argues, "to eliminate civilized 

life for all time in response to a short-run calculation 

that liberty might otherwise be endangered . .. is irra

tional. And those who would make such a decision are 

themselves strongly subordinate to a system of belief. 

7°Ibid., p. 393. 
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71 They are not free men." It is one thing, Galbraith 

implies, for the population in general to accept the 

propaganda of the Cold War. But it is quite something else 

to think that those who manufacture the propaganda believe 

it themselves. Such a condition is dangerous in the 

extreme. Yet, it is exactly what Galbraith is suggesting. 

It is well known, Galbraith notes, that "a measure 

of amiable cynicism is associated with the management of 

demand for cigarettes and soap. . .." As might be suspected, 

" . . .  n o t  a l l  i n v o l v e d  w i l l  i m a g i n e  t h a t  t h e i r  u s e  p r o v i d e s  

a formula for a long, happy or infinitely inoffensive life. 

More often, perhaps, there is professional pride in a 

measure of workmanlike bamboozlement." And, importantly, 

c o n s u m e r s  " . . .  a p p l y  t h e  a u t o m a t i c  d i s c o u n t  w h i c h  i s  t h e i r  

72 present more comprehensive protection"' against advertising 

efforts. 

" . . .  M o d e r n  m a n  i s  e x p o s e d  t o  a  l a r g e  v o l u m e  o f  

information of varying degrees of unreliability. In response 

he establishes a system of discounts which he applies to 

various sources almost without thought." For even "the 

merest child . . . , the discount becomes nearly total for 

73 all forms of advertising."'-^ Given his general argument 

71Ibid., p. 333. 

72Ibid., pp. 327, 326. 

73Ibid., p. 326. 
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about the great success of want creation, Galbraith may be 

stretching a point here, but what discount does exist is 

plainly the only reason why people may not yet be totally 

controlled by the industrial system. 

But "fantasy and image-building also play an import

ant role in the relationship between the industrial system 

and the state." Moreover, "... the images of the state, in 

contrast, [to those that are a part of want creation] are 

taken very seriously. The men who contrive, or in the more 

frequent case perpetuate them, do so with the utmost serious

ness." In fact, "they persuade themselves. They see the 

result not as the image of reality but as the reality. To 

suggest that it is imagery is to be irresponsible, eccentric 

or, conceivably, subversive." Especially in the field of 

foreign policy, "the process of building . . . images is a 

good deal less obvious than that by which the demands of the 

consumer are created. In consequence, belief is a good deal 

deeper."^ For Galbraith, of course, the same condition 

prevails in the Soviet Union, as it does in any other 

75 technological system. '  

"As a result, though in public affairs as well as 

private affairs, and for the same reasons, we are subject 

^Ibid., pp. 326, 327. 
75 ' ^ A s  a  g e n e r a l  r u l e ,  o f  c o u r s e ,  t h e  f u r t h e r  p e o p l e  a r e .  

from the facts, the easier it is to propagandize them, propa
ganda being an attempt to circumvent people's reality-testing 
e q u i p m e n t ,  a s  o p p o s e d  t o  e d u c a t i o n ,  o r  a n  a p p e a l  t o  i t .  
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to contrivance that serves the industrial system, it takes 

a far greater effort of mind to see imagery as imagery and 

contrivance as contrivance in the field of public affairs." 

This is all the more the case when what is under consider

ation is "national defense." Clearly, "The Garrison 
77 7$ 

State," The Warfare State, has many Orwellian overtones. 

Not only is what Huberman and Sweezy term ". . .a permanent 

79 war-preparations economy,"' a condition of perpetually 

getting ready for a war that, ideally, never fully develops, 

an essential part of it. Even more, it is Orwellian because, 

in the realm of military policy, for both the ruled and for 

those with the power and authority to rule, "... the 
go 

normal discounts do not operate. . .." To a substantial 

extent, doublethink pervades the entire system. Possibly, 

given his views on the etiology of the Cold War, Galbraith 

would not go this far. But he comes increasingly close. 

Outlook 

For Galbraith, "... knowledge of the forces by 

which one is constrained is the first step toward 

76Ibid., p. 327. 

77 'Lasswell, "Garrison State." 

^Cook, Warfare State. 

^An excellent statement of this is in Sweezy, 
"American Economy and the Threat of War," 340. 

Galbraith, New Industrial State, p. 327« 
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freedom." Certainly, this is central to liberal philos

ophy, and to many related schools of thought, such as the 

philosophy of science and the theory of psychoanalysis, as 

well. In the final analysis, it may be correct. But 

Galbraith's depiction of these forces in The New Industrial 

State is discouraging. The possibility of escape from the 

tyranny of control by the mature corporation, both within 

its own structure, and in the greater society, seems small. 

Not only are the old centers of countervailing power 

effectively destroyed but, as will be seen in the final 

chapter, Galbraith suggests little in the new industrial 

state that might serve as their functional equivilants. At 

the same time, and perhaps more importantly, the lock of 

the arms psychology of what has been termed the "military-

industrial-labor-union complex"—the industrial system— 

on the American people becomes increasingly tighter. It 

is true, as Galbraith points out, that "military spending 

. . . also pays for innovation that may be useful for 

civilian production, [and that] risks that would otherwise 

be unacceptable can be assumed in the civilian economy if 

they are protected by the much more nearly riskless weapons 

economy." But it is equally plain that arms "... compe

tition is not a luxury; it serves an organic need of the 

1̂Ibid., p. 344. 
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S2 industrial system as it is now constituted." 

What is organic is not easily discarded. Moreover, 

with its attendant and necessary image of the urgent 

requirements of "national defense," the new industrial 

state is a system which is inherently inflationary, with 

all the effects and potential for dislocation already 

described. 

Disturbing Thoughts 

In the final analysis it is its military and 

foreign-policy dimensions that reveal the most about those 

elements which Galbraith perceives as central realities of 

the new industrial state. "That weaponry in the higher 

megaton ranges of destructive power has an organic relation 

to the performance of the economic system leads to unpleas

ant introspection." At the very least, "it seems also a 

poor advertisement for the system and lends comfort to a 
do 

frequent allegation of Marxists." 

g2Ibid., pp. 339, 342. 

S3Ibid., p. 230. 



CHAPTER 17 

CONCLUSION: THE WAR SOCIETY AND THE END OF 
COUNTERVAILING POWER 

When the study of politics is boiled down, there are 

really three essential questions to be asked. Who rules? 

Why do they rule? How do they rule? Because these 

questions have been asked, in one form or another, for 

thousands of years, they have come to be known as the 

classical questions of political inquiry. 

"Fact and Value" 

These are, of course, questions of analysis—directed 

to the problem of what exists—or "is." To transform them 
/ 

into questions about what "ought" to be requires only a 

simple reformulation. Who should rule? Why should they 

rule? . How should they rule? The question of "is" can 

involve assumption, but usually involves theory—an attempt 

to state, describe, and explain relationships, subject to 

the test of evidence grounded in an agreed-upon theory of 

knowledge, or epistemology. The question of "ought" 

involves a normative, or doctrinal, proposition—a statement 

of, a generally des.ired, but a sometimes undesired, state 

of affairs. 

449 
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The supposed dichotomy between "is" and "ought," 

"fact" and "value," is also referred to as the distinction 

between "fact" and "feeling." Perhaps those who struggle in 

the literary realm understand it best. Archibald MacLeish 

comments on the impossibility of isolating "... the feel 

o f  t h i n g s  f r o m  t h e  l o o k  o f  t h e m .  . . . "  T h e  p r o p o s e d  " . . .  

divorce between knowing and feeling . . ."is absurd. 

". . . Whatever the underlying cause of the divorce of 

feeling from knowing, that divorce reveals itself most 

vividly in the strange and ignorant belief that the life of 

the imagination lies at an opposite pole from the life of the 

inquiring mind—that men can live and know and master their 

experience of this darkling earth by accumulating informa

tion and no more." For MacLeish, "facts" and "feelings" 

". . . are not opposites and cannot be opposites, and the 

notion that they are is a delusion""'" because truth involves 

both—the "is" and the "ought." 

A similar point is made by Dylan Thomas when he 

contends that any poem must have gaps between what it says 

and what it means—between the "facts" of the poem and the 

"^Archibald MacLeish, "The Poet and the Press," 
The Atlantic Monthly, March, 1959 > pp» 44 > 45> 46, 43. 

This, of course, is what MacLeish is getting at in 
his famous statement that "a poem should not mean/but be." 
Archibald MacLeish, "Ars Poetica," in Archibald MacLeish, 
Collected Poems, 1917-1952 (Boston: Houghton Mifflin 
Company, 1952), p. 41• 



"feelings" of the poem—. . holes and gaps ..." through 

w h i c h  " . . .  s o m e t h i n g  t h a t  i s  n o t  i n  t h e  p o e m  c a n  c r e e p ,  

crawl, flash, or thunder in." This, for Thomas, is, 

2 
precisely, the "craftmanship." In the same sense, Mark 

Van Doren finds "facts" alone, as opposed to the unity of 

"fact and feeling," to be ". . . the difference between 

3 knowing about something and knowing something." All that 

eludes a "science" that strives for "objectivity" by separ

ating "fact" from "value" is the very truth it so ardently 

seeks. 

Assuming this position, it follows that the classi

cal questions of political inquiry possess theoretical and 

doctrinal content, and the work of any political writer 

includes, explicitly or implicitly, a concern with both. 

The study of politics, in all its dimensions of time— 

past, present, and, through extrapolation or projection, 

future—must, finally, come to grips with one, two, or all 

of the fundamental questions of "who?," "why?," and "how?," 

and must do so both in terms of what "is" and what "ought" 

to be. Employed in two senses—analytic and normative, 

^Dylan Thomas, "A Few Words of a Kind," in Dylan 
Thomas Reading, Vol. Ill, Caedmon TC1043 Longplaying Record 
.(New York: Caedmon Publisher, n.d.), side 1. This is a 
recording of a talk given by Thomas as an introduction to a 
reading of his own poetry at the Massachusetts Institute of 
Technology (March 7,. 1952). 

o 
A conversation on television involving Archibald 

MacLeish and Mark Van Doren. The citation particulars are 
long forgotten. It was shown, however, in the early 1960's. 
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theoretical and doctrinal—the questions of "who rules?,11 

"why do they rule?," and "how do they rule?" subsume the 

entire universe of political investigation. 

It was noted earlier that the categories of "is" 

and "ought" in Galbraith's thought would, to greatest extent 

possible, be held separate. This attempt, however unsuc

cessful, has been made. Galbraith's own focus is clearly 

attested in The New Industrial State, where he declares that 

he is, ". . .on the whole . . . , less interested in telling 

where the industrial system is going than in providing the 

m a t e r i a l s  f o r  c o n s i d e r a t i o n  o f  w h e r e  i t  h a s  a r r i v e d . T h e  

inference here is an emphasis on theory as opposed to 

doctrine or policy advocation, and on the "then" and "now" 

as opposed to projection in time. At least this is Gal

braith's testimony on the matter. In the final analysis, 

however, to isolate and keep these elements apart is to 

render the whole less meaningful. 

There are those, of course, who do dichotomize 

"facts" and "values," "is" and "ought," insisting that these 

5 categories are "real" in themselves. In the name of 

^"Galbraith, New Industrial State, p. 321+. 
c. 
' u f . ,  S i m o n ,  Administrative Behavior, especially 

chap, iii, "Fact and Value in Decision-Making," pp. 45-oO, 
cited supra, pp. 20-21 n. 44* 
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"objectivity" and "science," they must be kept separate. 

Moreover, they can be. But, as Leslie White suggests, it 

is likely that the only way in which such "objectivity" 

can be achieved is to create a "science" that is not some

thing human beings do, the act of which White terms 
£ 

"sciencing," but which, in fact, does not involve people 

at all. A "science" without scientists might be "objective." 

It might even be "pure." But its emergence seems improbable. 

As already argued, questions of "is" and "ought" are organ

ically connected. They are, if for no other reason, than 

that the human mind persists in simultaneously engaging in 

analytic and normative thought. 

With this, Galbraith probably would agree. He does 

not believe that "facts" and "values" can—or should—be 

separated. If anything, his view is quite the opposite. 

For similar reasons, he would also be likely to agree that 

a concern with the future is inseparable from a focus, such 

Leslie A. White, The Science of Culture: A Study 
of Man and Civilization (New York: Farrar, Straus and 
Company, 1949)> especially chap, i, "Science is Sciencing," 
pp. 3-21. White raises the question as to whether what is 
sensorily perceived are "facts" or really interpretations 
based on, and influenced by, the attitudes and values of 
the perceiver. As already noted, this problem is dealt with, 
i n . o t h e r  t e r m s ,  b y  L i p p m a n n ,  P u b l i c  O p i n i o n ,  e s p e c i a l l y  P t .  
I,. "Introduction," pp. 3-20, and Pt. Ill, "Stereotypes," 
pp. 53-100, cited supra,pp.20-21 n. 44* For an excellent short 
presentation of the interpretationist approach to "facts" and 
perception, see Dwight Waldo, "'Values' in the Political 
Science Curriculum," in Young (ed.), Approaches to the Study 
of Politics: Twenty-Two Contemporary Essays Exploring the 
Nature of Politics and Methods by Which It Can Be Studied, 
pp. 96-111, also cited supra, pp. ^0-^1, n. 44• 



454 

as his own, which places its major stress on historical 

development and present realities. 

With this in mind, it is in order to note that the 

attempt here to deal with the liberalism of John Kenneth 

Galbraith has concentrated on his theoretical side—in 

particular, on his theories of power in the American system. 

Power, it has been said, has to do with the making of deci

sions—political power and authority, with the making of 

public decisions. In this sense, the central questions for 

Galbraith are, "who possesses political power and authority?," 

and "how do they exercise political power and authority?" 

The treatment in this paper of American Capitalism deals, 

almost exclusively, with only the first of these questions, 

while that of The New Industrial State deals with all three. 

This is a consequence of the nature of the works 

themselves. The questions that are important to Galbraith 

in each of these volumes become, necessarily, the questions 

that are significant to an examination of them. As a theory 

of political power and authority, American Capitalism is 

essentially addressed to the single question of who possesses 

it. With The New Industrial State, while certainly concerned 

with this question, Galbraith has pushed beyond it to delve 

into the questions of why those who possess political power 

and authority do so and, even more importantly to the 
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overall work, how they exercise the political power and 

authority which they possess. 

American Capitalism thus maintains a separation of 

the classical questions of political inquiry. But in The 

New Industrial State they are not isolated. They are 

conceived, instead, as elements in the same organic system. 

To isolate them impairs understanding of the work. That 

this is the case, reveals Galbraith's growth as a political 

analyst and critic. The basis of his thinking is more 

comprehensive. His argument is more profound because he 

now perceives systems of human existence in fuller dimen

sion. 

The Idea of "Political System" 

Both American Capitalism and The New Industrial 

State are best understood as instances of systems theory. 

This is not to suggest that Galbraith is self-consciously a 

"systems theorist" in the modern professional sense. 

Indeed, it is safe to say that he is not. However, despite 

the notion, prevalent among those in the more "advanced" 

and "scientific" circles of contemporary social science, 

that "systems analysis" is "new," it should be pointed out 

that those who ever said much worth remembering about 

political phenomena were, in effect, "systems theorists." 

To engage in such theorizing is not new. Nor is it neces

sary that those so engaged be self-conscious about the 

"systemic" character of their formulations. 
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Galbraith is a "systems theorist" less consciously 

than implicitly. It is, therefore, not surprising that he 

fails to explicitly define the "political system," although 

it is only fair to note that most of those who claim to be 

"systems analysts" do not do so either. In lieu of a 

definition by Galbraith, a "political system" has been 

defined here as values, or social fictions, that are broadly 

shared regarding the processes through which "the authori-

7 tative allocation of values for a society" is achieved. 

It is. the sharing of values, or social fictions, about 

."proper procedure" which comprises the actual substance of 

a "system." Such agreement is the cement that binds a 

confusing myriad of discrete human beings together. In 

short, it actually creates the "political system." 

The "core values" most necessary to the continued 

functioning of the "system" must be isolated and identified. 

It has already been shown that Galbraith implicitly defines 

those in the American "system" as certain Lockian, or 

constitutional, concepts and prescriptions which are broadly 

agreed upon by people existing within the legal boundaries 

of the United States. These comprise the foundation upon 

which consent in America is predicated. For Galbraith, what 

7 'Easton, Political System, pp. 129-et passim. For 
an explanation of how this phase is employed here, see the 
previous citations of it, supra, pp. 24-25 n. 55 and 231 
n. 7. 



Hartz depicts as ". . . the power of Locke in America 
g 

. . ." is the vital basis of the political core values 

of the American people. Inescapably, this is an implicit 

definition of an American "political system." 

Power in the System 

In viewing the United States as a political system 

Galbraith, at least in The New Industrial State, clearly 

contends that all the dimensions of phenomena, economic, 

s o c i a l ,  a s  w e l l  a s  p o l i t i c a l ,  a r e  i n s e p a r a b l e  p a r t s  o f  i t .  

Within the system, the key element is power. It is power 

and, of course, legal power, or authority, which consti

tutes the operative dynamic, the necessary variable of 

function. The concept of power plainly emerges as the 

central consideration in the conception of the political 

system Galbraith develops. 

As suggested, many professional economists prefer 

to view Galbraith as a sociologist or a political scientist. 

As also suggested, the principal reason for this is his 

insistence that power is a fundamental reality, There is 

no place for power in the models of economists. Perhaps 

more important is the fact that an inquiry into the actual

ities of power can be disturbing, to others, as well as to 

themselves. Hans Morgenthau has pointed out that "a 

respectable political science—respectable, that is, in 

Hartz, Liberal Tradition in America, p. 6. 



45# 

terms of the society to be investigated—is in a sense a 

contradiction in terms . . . , [that] a political science 

which is faithful to its moral commitment of telling the 

truth about the political world . . . ," and is dedicated 

to penetrating 

the veil of ideologies which . . . [justify] the 
existing power relations . . . , ought at the 
very, least to be an unpopular undertaking [and 
that] at its very best, it cannot help being a 
subversive and revolutionary force with regard to 
certain vested interests—intellectual, political, 
economic, and social in general.9 

If power is real, and if the purpose of social science is 

to enhance understanding of the real world, then this 

applies not only to political science, but to all of the 

social sciences, including economics. Galbraith's stress 

on power threatens the intellectual vested interests of 

professional economists, relying, as they do, on models 

which explicitly deny the existence or, at least, the 

relevance of power. It is also clear that the central 

ideology behind which those with power in the American 

system hide, is precisely grounded in the conventional 

wisdom of the free market, a conventional wisdom so effec

tively promulgated by economists. To be fair, it should be 

noted that even though political scientists are usually 

^Hans J. Morgenthau, "Power as a Political Concept," 
in Young (ed.), Approaches to the Study of Politics: 
Twenty-Two Contemporary Essays Exploring the Nature of 
Politics and Methods by Which It Can Be Studied, pp. 72, 
73, 72. 
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more willing than economists to entertain the notion of 

power, many of them get every bit as nervous when it seems 

that some has been discovered. In any event, one reason 

why Galbraith has such unnerving effect on many economists 

is plain. 

This interest in power, particularly in the United 

States, also disturbs many American liberals. In Galbraith's 

view, liberals have traditionally avoided the idea of power. 

Like economists, they have heavily relied on the free 

market to render it impossible for anyone to possess economic 

power and, thereby, social and political power as well. 

Others have taken notice of that place "... where liberals 

always end up—not confronting the problem of power. 

What is, perhaps, less understood is that they nonetheless 

a v i d l y  s e e k  i t .  

Joseph D. Duffey, in "A Center Report: Vanishing 
Liberals?," The Center Magazine, September, 1969 > p. $6. 
It might .be noted that Duffey is Galbraith's successor as 
National Chairman of Americans for Democratic Action. As 
such, he may have been "unduly" influenced by the views of 
his predecessor. Galbraith's influence probably continues 
through his position as one of the fifteen Vice Chairmen 
of the organization. 

The "New Left," most properly viewed as part of the 
American liberal tradition, also reflects this aversion to 
the idea of power. Indeed, as William Pfaff notes, "insofar 
as the American radicals [referring to the New Left] have 
a positive issue, it seems to be the abolition of power 
itself." William Pfaff, "The Decline of Liberal Politics," 
Commentary, October, 1969, p. 49. 

For another treatment of the New Left, strongly 
implying its members are really liberals, albeit disillusioned 
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The criticisms of Galbraith, brought by economists 

and liberals, often the same people, are revealing because 

they point up what is most important in his work. He is 

less an economist than a theorist of power—especially 

power in the American system. Viewed in this sense, his 

most outstanding and important conception is countervailing 

power. 

Countervailing Power 

. . The idea of countervailing power, as would be 

expected, has been roundly attacked by professional econ

omists who, in one way or another, are reacting to the idea 

of power itself. Like many political scientists, they 

really deny that power exists. Accordingly, while generally 

acknowledging Galbraith's mastery of the discipline of 

ones, see Irving Howe, "Books: Herbert Marcuse or Milovan 
Djilas? The Inescapable Choice of the Next Decade," review 
of An Essay on Liberation by Herbert Marcuse, and The 
Unperfect Society by Milovan Djilas, in Harper's Magazine, 
July,. 1969, pp. 84-92. In Howe's view, "elitist and 
authoritarian to the core, Marcuse would soon emerge as 
spokesman for a 'radicalism' of the Ubermensch, precisely, 
as. it would turn out, the creed to attract middle-class 
student rebels." Ibid., p. $4. That liberals are author
itarians is highly debatable. It is more likely that they 
are constitutionalists. But that they have traditionally 
been elitists is fairly easily demonstrated. See discus
sion. infra,pp. 567-56$ and Appendix A, especially p. 5&L, 
and Appendices H and I. 

An interesting critical analysis of the kinds of 
tactics commonly employed by the New Left is found in V. I. 
Lenin, "Left-Wing" Communism; An Infantile Disorder: A Popu
lar Essay in Marxian Strategy and Tactics, New Translation, 
Little Lenin Library, Vol. XX (New York: International 
Publishers, 1940). 
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economics, they divest themselves of his argument for 

countervailing power by taking the position that he has 

nothing to contribute to "economics." It is interesting to 

note that most liberal and conservative criticisms of 

Galbraith by non-economists follow the same line, especially 

when their proponents are members of the business community. 

The more important or, at least, more interesting, 

criticisms, however, have come from members of what might 

loosely be termed the American "Left, those committed 

to an equal distribution of political power in America, and 

who, because of a long aversion to professional economics— 

the study of economics separate of power—and an equally 

long affinity to "political economy," find much in Galbraith's 

writings to which they can react. In this regard, certain 

criticisms made by C. Wright Mills are important because 

they represent particular elements generally found in the 

attack from the Left on the theory of countervailing power. 

For Mills, ". . . the search for a new equilibrium 

of countervailing power, conducted by the economist, John 

K. Galbraith . . . ," belongs in the same category as ". . . 

the search for a restraining corporate conscience, conducted 

by the legal theorist, A. A. Berle, Jr. ..." In Mills' 

"^The democratic Left as opposed to any variation 
of an elitist "Left," such as the New Left. It should be 
noted that "elitist Left" is a misnomer. The term "Left," 
as suggested here, refers to the advocation of equal distri
bution of political power. 
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v i e w ,  " n e i t h e r  . . .  i s  c o n v i n c i n g . "  T h e  e s s e n t i a l  r e a s o n  

12 is that "the new equilibrium ... is not self-regulating." 

Throughout American Capitalism, Galbraith suggests 

that the emergence of countervailing power in the economy 

and, by implication—as he makes clear later—in social and 

political matters as well, is a natural tendency inherent 

within economic power itself. "But the weaker unit, Mr. 

Galbraith urges, ought to organize an opposition; then 

perhaps it will be able to get the aid of government, and 

government should support the weaker side of any imbalance." 

The logic in this, Mills suggests, is intriguing. "... 

Weakness, as well as strength, is to lead to countervailing 

p o w e r .  . . . "  I n e s c a p a b l y ,  " . . .  the theory of the big 

equilibrium becomes less a theory of the going fact than a 

suggested guideline to public policy, a moral proposal for 

13 strategic action." 

What Mills is getting at is really a central 

weakness in many, if not all, group theories of the polit

ical system. As previously shown, Galbraith argues both 

that countervailing power is a natural development of power 

itself, and that it must be made the stuff of policy where 

the natural tendencies of power have not, in his view, been 

sufficient. Mills is emphasizing this apparent dilemma in 

"^Mills, Power Elite, pp. 125 n., 125-126 n. 

1̂ Ibid., p. 126 n. 
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Galbraith's thought—a dilemma devolving from the fact that 

countervailing power, as already noted, is not only theory, 

but is also doctrine. Galbraith appears to confuse what 

"is" with what "ought" to be. 

That a member of the Left, such as Mills, should 

bring this criticism against a theory which depicts American 

power, realities as a rough equilibrium, is not surprising. 

The Left, in general, perceives power to be in the hands of 

dominant few, and not shared by many, or even several— 

whether that many or several share power as individuals, 

de facto groups, or consciously organized groups. For Mills, 

as is well known, it is "the power elite""^ that rules Amer

ica. Others on the "Left offer different views regarding 

the small faction that actually rules, based on varying 

usages of social class or elite analysis, or on a combina-

15 tion of both. J  From this point of view, to argue convinc

ingly that group theory is really doctrine, and nothing 

else, is a significant, if not devastating, attack. 

However, the same criticism of countervailing power 

has also been brought by persons not particularly identified 

"*"^Ibid., pp. 3-et passim. 

15 There is, of course, an extensive literature here. 
For. one of the more interesting presentations of this posi
tion, because it is brief, contemporary, and brings to bear 
some of the more important findings of modern social science, 
s e e  P a u l  M .  S w e e z y ,  " T h e  A m e r i c a n  R u l i n g  C l a s s , "  P t .  I ,  
Monthly Review, III, No. 1 (1951), 10-17; and "The American 
kuling Class," Pt. II, Monthly Review, III, No. 2 (1951). 
53-64. 
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with the Left. Theodore Lowi provides one instance of 
1 /I 

this. For Lowi, quite the opposite of Mills, the trouble 

with the United States is precisely that it is ruled by a 

range of interest groups which, in pursuing policies that 

benefit themselves, do damage to the greater interests of 

17 the entire country. Lowi employs the term "oligopsany" to 

represent the economic power of a few large buyers. He 

points out that "Galbraith has assumed that each oligopoly 

will be checked by an oligopsany—an interest from the oppo

site side of the market rather than a competitor for a share 

in the same market." But, like Mills, he notes that counter

vailing power is ". . .to be created by public policy 

. . . ," and goes on to assert that "countervailing power 

. . . can hardly be much of a theory of the way the indus

trial state naturally works if it requires government 

1 ̂  
Although Pfaff places Lowi in the movement for a 

Ne w  P o l i t i c s ,  a  p a r t  o f  t h e  c o n t e m p o r a r y  A m e r i c a n  L e f t ,  
Pfaff, "Decline of Liberal Politics," pp. 49-50. 

17 Theodore J. Lowi, The End of Liberalism: Ideol
ogy, Policy, and the Crises of Public Authority (New York: 
W. W. Norton and Company, Inc., 1969)> PP« 295-et passim. 
A central argument in this work is that liberalism is 
nothing more than "interest group liberal ideology. . . 
Ibid., pp. 287-et passim. This is a highly questionable 
position. For Lowi, ". . . liberal governments cannot 
achieve justice," ibid., p. 2$9, or the public interest, 
a n d  m u s t  g i v e  w a y  t o  " .  .  .  J u r i d i c a l  D e m o c r a c y .  . . . "  
Ibid., pp. 297-et passim. In this regard, see ibid., chap. 

""Toward Juridical Democracy," pp. 287-314* 
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support." Again, the assault is really on the logic of 

Galbraith's position. 

That Galbraith does, in fact, advance the concept 

of countervailing power as both theory and doctrine has 

been earlier noted. But, when Mills claims that, "like 

the competition among little entrepreneurs, which it is 

designed to replace, 'countervailing power' among the big 

blocs is more ideological hope than factual description, 

19 more dogma than realism," 7 Galbraith is not really guilty 

of the charge, at least in terms of logic. He may, in fact, 

20 be searching for a functional equivilant of classical 

economic thought—extrapolating from the individual to the 

group, and replacing one with the other. There is, however, 

nothing illogical about arguing that what "is" also "ought" 

to be. What Mills and Lowi are really reacting to is that 

lgIbid., pp. 295, 295-296. 

19Mills, Power Elite, p. 126 n. 
20 For a discussion of what might be termed "struc

tural equivilants" and "functional equivilants," see Gabriel 
A. Almond, "Introduction: A Functional Approach to Compara
tive Politics," in The Politics of Developing Areas, ed. by 
Gabriel A. Almond and James S. Coleman, with a Foreword by 
Frederick S. Dunn, and a Preface by Gabriel A. Almond, The 
Center of International Studies (Princeton, New Jersey: 
P r i n c e t o n  U n i v e r s i t y  P r e s s ,  1 9 6 4 ) ,  P P «  3 - 6 4 ,  e s p e c i a l l y  P t .  
II, "The Common Properties of Political Systems," pp. 9-25, 
most particularly "The Universality of Political Structure," 
pp. 11-12, and "The Universality of the Political Functions," 
pp. 12-17. Almond develops these concepts to be used in the 
comparative study of political systems. In his treatment, the 
notion of time is not emphasized. But the same concepts can 
also be employed in a comparative study of periods of time 
in political history. 
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Galbraith does not make this clear. Consequently, he seems 

to bridge the "is-ought gap," and to be promulgating a policy, 

position under the guise of theory. A close examination of 

his argument, however, indicates that he is not. Indeed, 

it is possible, as previously suggested, that Galbraith is 

quite self-conscious about employing the idea of counter

vailing power in both senses. 

Furthermore, to accuse Galbraith of "dogma" is out 

of line. His style of presentation certainly does not 

warrant it. Additionally, he offers a good deal of evidence 

to support his position. If, as Mills implies, that evi

dence can be refuted, or overwhelmed by contrary evidence, 

or used to arrive at different conclusions, that is one 

thing. But to simply dismiss a theory based on it as "dogma" 

is not acceptable. 

The New "Free Market" 

Galbraith is more culpable on another charge which 

Mills levels at American Capitalism. It ties in with a 

criticism of the theory of countervailing power made by 

Irving Louis Horowitz. For Horowitz, "from the point of 

view of economic theory, Galbraith never left Adam Smith." 

This is because ". . .he never surrenders the equilibrium 

model whereby the government (any government) becomes 

strangely equated with the public sector, and business (any 

business) with the private sector. . . ." Moreover, 
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Galbraith equates the "proper" relationships between "... 

21 both with an abstract theory of the harmonious society." 

In this work, Mills contends, ". . . it is assumed that the 

government is less an integral element of the balance than 

an umpire biased toward shoring up those with weak market 
77 

power." 

For both Mills and Horowitz, such division of real

ity into "business" and "government," "private and public," 

has no. evidential basis. Neither does the notion that, in 

a society where business values are dominant, people in 

"government" do not share core values with those in "busi

ness" and, in particular, with those who have the power of 

decision in certain industries and sectors of business. 

Since the classical version of state "neutrality" is unreal, 

so is the social harmony which, in the classical view, is 

supposed to automatically emanate from such neutrality. 

What Mills and Horowitz are getting at is that, in American 

Capitalism, Galbraith ignores certain crucial dimensions of 

power in the economic order and, by extension, in the social 
•% 

and political existence of the United States. 

Not only are these criticisms of the theory of 

countervailing power legitimate, they are also suggestive 

21 Irving Louis Horowitz, Three Worlds of Development; 
The Theory and Practice of International Stratification 
(New York: Oxford University Press, 1966), p. 401. 

22Mills, Power Elite, p. 126 n. 
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of Galbraith's commitment to the doctrine and, at this time, 

the theory, of free enterprise, and his quest for its 

functional equivilant in the modern world. What they 

truly reflect is his training as an economist, a training 

which, despite the frequent barbs he throws at professional 

economists, it takes him a long while to discard. As Mills 

points out, all Galbraith really does is replace individual 

entrepreneurs with corporate combinations of oligopolies 

and oligopsanies, and classical competition with counter

vailing power, while preserving the essential characteristics 

of the laissez-faire scheme of things. This is especially 

plain, as Mills and Horowitz suggest, when it comes to 

Galbraith's conception of the state. Consequently, it is 

this conception which becomes the central focus of their 

critique. 

Over the years, as here implied, there are increas

ingly insistent indications of Galbraith's freeing himself 

of his own training. Some are found in The Affluent Society. 

Although Galbraith does discuss "the unseemly economics of 

23 opulence" J  in American Capitalism, it connotes little of 

the significance that the central concept of "affluence," 

counterposed to the traditional assumption of "scarcity," 

23 "ualbraith, American Capitalism, chap, viii, "The 
Unseemly Economics of Opulence," pp. 95-107• 
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does in the later work. At best, it is the germ of the 

later idea. Stronger indications of the change in Galbraith, 

it has been shown, are found in "Inflation: What It Takes," 

an essay which follows the publication of The Affluent 
2/ l 

Society by two years. But, of course, it is only with 

The New Industrial State^^ that Galbraith's intellectual 

transition becomes inescapably manifest. 

In this work, the teeth of Mills' and Horowitz's 

criticisms regarding Galbraith's view of the state are 

effectively pulled. These writers cannot really be faulted 

for not predicting Galbraith's later position. They might, 

however, have found inklings of it in the fact that Galbraith 

was one of the few American economists willing to deal with 

the existence of the modern corporation and the end of 

classical competition and, by the time Horowitz publishes, 

with affluence, the problems created by the conventional 

wisdom, the corporate role in bringing about a condition of 

perennial inflation and, throughout, with power. 

It is interesting that Galbraith never overtly 

disavows his earlier views. Except for one footnote in 

The New Industrial State. in reference to his earlier 

^Galbraith, "Inflation: What It Takes" was first 
published in I960; the publication date of Galbraith, Afflu
ent Society is 195&. 

^Published in 1967-

Galbraith, New Industrial State, p. 230 n. 12, 
cited supra, p. 410 n. 5 .  



argument that large military expenditures are not integral 

to the economic order, his silence on this subject is com

plete. This is because Mills is essentially right. 

Galbraith is normatively committed to a system based on 

countervailing power. This commitment has never changed. 

As argued earlier, the central motivation for Galbraith's 

changing perception of American society is his view that 

persistent inflation, brought about by the war-preparations 

character of the economy, has effectively destroyed the 

operational reality of countervailing power. In American 

Capitalism itself, Galbraith warns that a continuation of 

these conditions will probably transform the entire struc-

27 ture of the American power system. 

The Decline of Countervailing Power 

It is then, for Galbraith, the changing character of 

the American system that leads to the transformation of his 

theoretical outlook. That others had similar perceptions 

earlier, indeed, in some cases, much earlier, may be of 

interest—especially in regard to the limiting effects of 

training in professional economics—but it is not the point 

here. In Galbraith's perception of it, the United States 

has changed from a system of classical competition where, 

in effect, there was no economic power, into one of 

27 'Galbraith, American Capitalism, pp. vii-viii, 
200-201, see supra, pp. 336-337, 337 n. 15, 342-344, and 
343 n. 29, 344-347, 345 n. 32. 



countervailing power and, finally, into an order dominated 

by the power of an industrial system comprised of mature 

corporations and, more precisely, a technostructure within 

those corporations pressed by its own motivations and 

pursuing its own goals. His theory of American social 

existence has shifted, from a horizontal conception of a 

rough equality of group power, to a verticle conception 

wherein the power to rule is in the hands of a few, against 

whom no effective countervailing power is arrayed. Power 

is no longer essentially absent. No longer does it interact 

along a horizontal dimension. In the new industrial state 

power moves vertically from the top down. 

The power of the technostructure is inextricably 

involved with the authority of the state. Gone is the 

traditional liberal notion of the two realms—the "private" 

and the "public," the "economic" and the "political." 

However late, Galbraith now affirms the essential reality 

in the traditional socialist argument that, in a "business 

civilization," the same people move easily back and forth 

between high positions in business and government and, 

because they do, the notion of a different Weltanschauung 

within each "sphere" is unrealistic nonsense. "Men will 

look back in amusement at the pretense that once caused 

2$ See Beard and Beard, America As a Civilization, 
cited supra, p. 6 n. $. 
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people to refer to General Dynamics and North American 

29 Aviation and A. T. & T. as private business." 7 In modern 

America, the power of the technostructure forms the essence 

of the authority of the state. 

This power approaches totality. "The industrial 

system identifies itself with the goals of society. And it 

adapts these to its needs. The adaptation would not be so 

successful were those who comprise society aware of it— 

did they know, in effect, how they are guided." This, 

precisely, is what makes the power of the technostructure 

so dangerous. 

It is the genius of the industrial system that it 
makes the goals that reflect its needs—efficient 
production of goods, a steady expansion in their 
output, a steady expansion in their consumption, 
a powerful preference for goods over leisure, an 
unqualified commitment to technological change, 
autonomy for the technostructure, an adequate supply 
of trained and educated manpower—coordinate with 
social virtue and enlightenment. 

With the significant assistance of professional economists, 

and their timely invention of "marginal utility," affluence 

is effectively denied. "These goals are thought to be 

derived not from our environment. They are assumed to be 

original with the human personality. To believe this is to 

30 hold a sensibly material view of mankind." 

^Galbraith, New Industrial State, p. 393• 

3°Ibid., p. 343. 
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An authoritarian system is, precisely, one where 

the authority of the state is unlimited—where, in fact, 

and sometimes in doctrine, the state defines its own author

ity. The tendency of the United States in this direction 

deeply concerns Galbraith. So does a further possibility. 

The concept of totalitarianism is a psychological one wherein 

the individual discovers his personality through total 

immersion in the life of the state. Long acceptable to 

many democrats, the totalitarian idea is anathema to 

liberals, with their fundamental stress on the autonomy 

and integrity of the private sphere of the individual 

personality. A perceived movement towards a totalitarian 

condition of the American population is the most basic of 

Galbraith's concerns. 

The "Organization Man" 

To understand an institution, Galbraith suggests, 

it is useful that "in examining the protection which a 

vocation accords to the individual, one should examine the 

fate not of the successful but of the unsuccessful." Much 

like "... government employment . . . [and] colleges and 

universities . . . ," it is plain that "... the modern 

corporation is peculiarly rich in its arrangements for 

cushioning the fall of the man who stumbles in mid-career." 

He is likely to be "promoted" away from the real power of 

the technostructure into the apparent power of executive 



"authority." "Not only are a wide variety of posts . . . 

available with honorific titles, but there is also in most 

firms an understanding not present in the university that 

all will deny fiercely that any featherbedding is 

31 involved." 

With rewards so attractive, it is probable that 

most people will do what is required—adjust their person

alities, in those cases where adjustment is necessary, in 

order to become an integral part of corporate enterprise. 

The price of plush security is conformity—to become, in 

truth, the "organization man"—an element in the machine 

easily replaced by another element which, if not yet 

perfectly identical, is enough alike to make no difference 

as far as the corporation is concerned. In short, family 

included, one must "fit in," and become part of the "team." 

The "organization man," by definition, is, precisely, 

a cog in a vast machine, to a large extent an interchangeable 

part, easily replaced by other men much like himself. The 

classical entrepreneur was often a man of genius. Now, 

"instead of genius, the large corporation makes use of the 

combined efforts of many men of specialized but not remark-

32 able ability.u> That men of no particular talent rise to 

top executive positions is revealed by the typical short 

•^Galbraith, "Economics and Art," pp. 52, 52-53> 53. 

•^Galbraith, "Nature of Social Nostalgia," p. 130. 
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tenure of corporate "leadership," with no noticeable effect 

33 on the operation of the enterprise. Moreover, the corpor

ation is extremely wealthy. It can afford to pay many 

people who contribute nothing to the firm. "As a result the 

modern corporate executive enjoys a security of income and 
O ) 

tenure comparable with that of a college professor." ^ For 

Galbraith, of course, power actually resides in the techno-

structure, but here too, individuality is not required. 

Indeed, its manifestations are discouraged. 

Such realities suggest that the combination of power 

and authority underlying America's movement toward author

itarianism and totalitarianism will not be easily dislodged. 

Opportunity for luxurious security is not surrendered 

easily. Those so benefited will struggle to keep it. As 

this stratum becomes increasingly large and powerful in the 

United States, they pose, for Galbraith an insidious threat 

to traditional freedoms. "Our liberties are now menaced 

by the conformity exacted by the large corporation and its 

impulse to create, for its own purposes, the organization 

man."35 

33For supporting evidence that careers at top execu
tive levels within large corporations, at least within the 
same firm, tend to be short, suggesting that exactly who is 
in authority matters very little, see Andrew Hacker, "The 
Elected and the Anointed: Two American Elites," The American 
Political Science Review, LV, No. 3 (1961), 539* 

-^Galbraith, "Economics and Art," p. 52. 

35Galbraith, Affluent Society, pp. 263-269* 
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The "Military-Industrial-Labor-Union Complex" 

It is, however, in its control of the public mind 

that the power of the organization men within the techno-

structure is most dangerous, and truly approaches totality. 

Control by this corporate minority is enhanced by the 

destruction of countervailing power through perennial infla

tion, brought on by the magnitude and technological 

significance of military spending in the fiscal policies 

of the state. Further problems of the "militarization" of 

American thinking and of American public policy have also, 

recently, centrally intruded on Galbraith's considerations. 

This is reflected in a book, which not surprisingly, 

published subsequent to The New Industrial State, and largely 

based on it, is entitled, How to Control the Military.^ 

It is a small volume, apparently hastily written, probably 

in connection with Galbraith's one-year tenure as national 

chairman of Americans for Democratic Action. It contains 

little of the interest of his earlier works in regard to 

systematic theory. But it reveals much about his developing 

political views. 

•^John Kenneth Galbraith, How to Control the Mili
tary, A Signet Broadside (New York: The New American 
Library, 1969). For an important treatment of the militar
ization of the American mind, see David M. Shoup, "The New 
American Militarism," The Atlantic Monthly, April, 1969» pp. 
51-56. This article is made more, interesting and, perhaps, 
more significant by the fact that Shoup was Commandant of the 
United States Marine Corps, from 1959 to 1963. 
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The definite target—the most proper term for it— 

of this work is the military-industrial-labor-union complex 

in the United States. Galbraith is more willing to be 

plain about pursuing a line of thought similar to that 

argued by I. F. Stone and, with him,". . . to recognize 

the arms race for what it is—the socialism [sic] of the 

rich." He now largely agrees with Stone that "it is the 

welfare system which supports some of our richest corpora

tions."-^ About How to Control the Military, Galbraith 

comments that "in origin this small volume goes back to the 

summer of 1967 when I published The New Industrial State. 

There I concluded that one of the determined tendencies of 

our time is for power to pass from the consumer to General 

Motors, [and, importantly,] from the citizen to the Pentagon 

and General Dynamics." In the warfare state, not only does 

the sovereignty of the "... consumer ..." give way to 

the sovereignty of the "... producer . . ." but, of far 

greater significance, "... the sovereignty of the . . . 

citizen . . . yields to the sovereignty of the . . . public 

bureaucracy." 

•^[i. F. Stone,] "Billions for Missiles and Pennies 
for Poverty," I. F. Stone's Weekly, July 3, 1963, p. 1. Also 
see, [I. F. Stone,] "The Rich March on Washington All the 
Time," I. F. Stone's Weekly, May 13, 1963, pp. 1-3> and the 
treatment generally of this subject in I. F. Stone's Weekly, 
January 3, 1962-December 29, 1969» and I. F. Stone's Biweekly, 
January 12, 1970-et passim. 

•sg 
Galbraith, How to Control the Military, pp. 7> 41 

n. 7. 
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The concepts which are here implied might be termed 

"producer sovereignty" and "bureaucratic sovereignty." 

Galbraith has come to perceive these as defining the essen

tial economic and political realities of the American system. 

As.suggested here, however, they are not of the same 

magnitude. "... Plainly there is an important difference 

between the loss of power of decision over automobiles and 

the loss of power of decision over weaponry and associated 

foreign policy." Not only does the state become authori

tarian, and the system more totalitarian. There is a further 

difference, one, perhaps, more immediately pressing, a 

difference that can be stated very simply. "The first we 

39 can survive. The second, most likely we cannot." 

The New Industrial State is best understood as an 

extrapolation—or the drawing out of the inferences of his 

earlier works—by Galbraith, in which the shadowy presence 

of the corporation becomes fully and explicitly recognized, 

and explored in its further dimensions. Clearly, How to 

Control the Military stands in the same relationship to 

The New Industrial State. Once again, as Galbraith finally 

perceives the further ramifications of his earlier arguments 

—as he moves from a horizontal social conception, typified 

by the harmony emerging from a rough equilibrium of 

39Ibid., p. 7. 
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countervailing power, to a verticle vision of a system 

permeated by domination—his language becomes more plain 

and direct, as though he is angered by the discovery of his 

own position. Especially in the foreign-policy and military 

fields, where, more than elsewhere, current policy is sold 

through the techniques of want creation, Galbraith finds 

. .a truly remarkable reversal of the American political 

and economic system as outlined by the fathers and still 

portrayed to the young. That view supposes that ultimate 

authority—ultimate sovereignty—lies with the people."^ 

In the final analysis, a concern about where the 

political sovereignty of America actually resides, leads 

Galbraith to expound views which, when compared to the 

general body of his work, are extreme. 

That we should pretend that the big specialized 
contractors, those that do all or the bulk of 
their business with the Pentagon, much of it as 
their only source of supply, are really private 
firms—a stalwart manifestation of private enter
prise—seems to me a unique bit of nonsense.41 

It is, of course, a bit of nonsense that Galbraith adhered 

to for quite a while.In any event, as made clear in The 

New Industrial State, he now perceives the organic connec

tions between the mature corporation and the government as 

40Ibid., p. 39. 

^Tbid. , pp. 9-10. 

^Despite, it might be noted, the standard cost-plus 
basis of military contracts with "private" firms engaged in 
."free enterprise." 
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most blatant in the armaments-production field. Such 

production is not "private." Neither are those corporations 

whose energies are mainly devoted to it. "There would be 

many advantages in recognizing the reality, which is that 
I O 

they are public extensions of the Pentagon." 

One advantage would be a realization that companies 

involved in military production should be nationalized, a 

policy, as mentioned, which was recently proposed by 

Galbraith.^ In this regard, it should be noted that 

Galbraith is not willing, at least at this point, to 

completely eradicate certain early intellectual commitments. 

Within his argument for nationalization, an implicit distinc

tion between "private" and "public" remains. Only those 

corporations primarily engaged in war production are in 

the "public" realm, presumably because the military is a 

"public" institution. However, given Galbraith's own depic

tion of the mature corporation, and especially its dependence 

on regulation of aggregate demand by the state, it is 

difficult to ascertain where the actual line, if any 

exists, between "private" and "public" is to be found. In 

all likelihood, the relevant factor is Galbraith's ire at 

^Galbraith, How to Control the Military, p. 10. 

^For a further development of this idea, see John 
Kenneth Galbraith, "The Big Defense Firms are Really Public 
Firms and Should be Nationalized," New York Times Magazine, 
November 16, 1969* pp. 50-174* 
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the militarization of the American economy, the American 

people, and the American system in general. 

The Fact of Warfare America 

This is to be expected. For Galbraith, the growing 

power of the technostructure over the American Volksgeist 

testifies to the failure of monopsany or, as Lowi more 

precisely puts it, "oligopsany," power in the American 

system. As suggested, countervailing power, for Galbraith 

not only "is," it is what "ought" to be. Following the 

criticism of Mills, and the implications of Lowi, it is 

reasonable to think that, for Galbraith, the doctrine of 

countervailing power is more important than the theory. 

Certainly, he finds its absence in the new industrial state 

a highly disturbing fact. 

The essential cause of its absence is inflation, 

hardened into a permanent condition by the scope and 

importance of expenditures for military production—expendi

tures which have been transformed into an organic element of 

the economic order. To divest the economy of even some of 

this spending will be extremely difficult. Given the 

conventional wisdom in America, it is politically useful to 

label those firms absorbing the bulk of this spending as 

"public," counterposing this to the notion that the opera

tions of mature corporations, when engaged in nonmilitary 

fields, are "private." That an increasingly "political" 
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Galbraith, with his commitment to the absolute necessity of 

a viable system of countervailing power, is willing, 

consciously or unconsciously, to engage in such polemics, 

comes as no real surprise. 



CHAPTER 18 

CONCLUSION: THE QUEST FOR COUNTERVAILING POWER; THE 
EDUCATIONAL AND SCIENTIFIC ESTATE 

What all of this points up is the vital importance 

of countervailing power in Galbraith's thought. Here is the 

central concept, the leit-motif of his political position. 

This must be understood if Galbraith is to be understood. 

Despite the fact that after American Capitalism he almost 

never again employs the phrase "countervailing power," and 

not at all in any significant sense, the search for it 

permeates what is important about Galbraith's later work. 

The implications of this search are reflected, of course, 

throughout The New Industrial State, becoming especially 

overt in an element of that work not previously dealt with 

because it is not a necessary part of the principal argu

ment. Certainly, it is connected. But, as shown, Galbraith 

consciously conceives of this volume as a theory of the 

industrial system. What will now be considered clearly 

falls within the realm of doctrine. Precisely because this 

gulf seems to exist in Galbraith's work, one critic can 

argue that "once again, Galbraith's criticism of contemporary 

4S 3 
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society is sharp and insightful, but his discussion of what 

is to be done is less so.""*" 

"The Educational and Scientific Estate" 

The foregoing is largely true. However, not completely. 

Galbraith does try to find a force in America that will 
2 assume "the political lead" against the dominating power 

of the technostructure. It is, he argues, vitally important 

". . .to identify a mechanism which will assert and promote 

the neglected dimensions of life against the powerful adap

tive motivation of the industrial system." More precisely, 

and "in less formidable language, there must be some polit

ical force for accomplishing what the industrial system 

ignores and, indeed, holds to be unimportant." In this, 

"the initiative cannot come from the industrial system, 

although support can be recruited from individuals therein. 

Nor will it come from the trade unions."^ A new basis for 

the organization of countervailing power within the new 

industrial state is necessary. 

It is crucial, Galbraith contends, to be aware of 

the fact that ". . .in committing itself to technology, 

"'"James P. Young, The Politics of Affluence: Ideol
ogy in the United States Since World War II, Chandler 
Publications in Political Science, ed. by Victor Jones (San 
Francisco: Chandler Publishing Company, 1968), pp. 79-SO. 

2 See Galbraith, New Industrial State, chap, xxxiv, 
"The Political Lead," pp. 378-387. 

3Ibid., pp. 344, 344-345, 3&). 



435 

planning and organization, the industrial system has made 

itself deeply dependent on the manpower which these 

require." The implications of this, at least potentially, 

are extremely significant. To pursue effectively its goals 

of growth, technological innovation, autonomy and, thereby, 

security, the technostructure needs increasing numbers of 

people who are increasingly more educated. In terms of 

power, "as the trade unions retreat, more or less perman

ently, into the shadows, a rapidly growing body of educators 

and scientists emerges." Its members "... stand in rela

tion to the industrial system much as did the banking and 

financial community to the earlier stages of industrial 

development."^" They supply the factor of production most 

necessary to the economy and, concurrently, the most diffi

cult to. obtain. Galbraith's search for countervailing 

power within the new industrial state leads him to discover 

5 "the educational and scientific estate."^ 

For Galbraith, evidence of the crucial importance 

of this stratum of American society is abundant. When 

capital was vital, and in short supply, "the name of a 

famous banker on a board of directors once advertised to 

the world that the corporation had access to the full 

*Tbid., pp. 376, 2 8 2 .  
C 
^See ibid., chap xxv, "The Educational and Scien

tific Estate," pp. 2$2-295» 
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capital resources of the economy." The most necessary 

factor of production was available to the firm. "Now, the 

name of a scientist or, at a minimum, a college president 

is displayed, along with those of former Air Force generals, 

to show that the firm is attuned to the very latest in 
£ 

technological advance." The message is the same. The 

vital factor of production—in this case, educated manpower 

—is within reach of the enterprise. 

Further evidence is available. In the United States, 

". . . the educational and scientific estate is no longer 

small; on the contrary, it is very large."''7 Moreover, it 

is growing rapidly. People, increasingly, are seeking 

higher education, a fact eloquently testified to by the 

statistics on college and university enrollments. In 

part, this results from affluence. But, for Galbraith, the 

demand of a relatively affluent "public" that their children 

"go to college" is actually a minor consideration. The 

real cause of the impressive growth of higher education in 

the United States is not found outside the industrial 

system, but within it. It reflects the fact that 

. . . the technostructure has become deeply 
dependent on the educational and scientific estate 
for its supply of trained manpower. It needs 

^Tbid., p. 291• 

^Ibid., p. 28$. 

For statistics on this, see ibid., p. 2$4« 
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also to maintain close a relation with the scien
tific sector of this estate to insure that it is 
safely abreast of scientific and technological 
innovation.9 

These are the realities. They are what account 

for the fact that "the educational and scientific estate, 

and the associated intellectual community, are . . . 

growing rapidly to a formidable size.'1"^ Galbraith does 

not come to th s conclusion, at least he does not suggest 

it, but it is possible that the demand of great aggregates 

of the American people that their children have a higher 

"education" is, at least in part, created by the same 

mechanism which brings about so many of their other urgent 

"wants." This not only accords with Galbraith's general 

position. More to the point here, it serves a pressing 

requirement for the technostructure. Once again, the princi

ple of symmetry seems operative. 

Not, however, without its cost to the technostruc

ture. Because it provides the vital factor of production, 

"the educational and scientific estate, like the financial 

community before it, acquires prestige from the productive 

agent it supplies." This is highly significant because, 

"potentially, at least, this is also a source of power." 

Thus, for instance, it is conceivable that, "with the 

^Ibid., p. 2S9-

^Ibid., p. 3^6. 
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passage of time, support for education reflects not alone 

the needs of the industrial system but also the increasing 

political power of the educational and scientific estate.""''"'" 

If, in Galbraith's view, there is any possibility 

of developing countervailing power in the new industrial 

state, "it is to the educational and scientific estate . . . 

that we must turn for the requisite political initiative." 

Galbraith's hope here lies in the fact that this estate has 

long been the seedbed of social innovation. Indeed, he 

asserts, very little has come from elsewhere in the system. 

While they have great power in carrying or 
resisting legislation, business firms, unions and 
those professionally concerned with politics in the 
United States are not socially inventive. On 
the contrary they are, in this respect, compara
tively sterile. Some ideas for social change come 
from unattached reformers and the bureaucracy. 

In general, however, "... their most important source for 

many years has been the academic community." Under modern 

conditions of technological production, the socially-

inventive educational and scientific estate is not only a 

vital element in the economic order but, "likewise, and 

even more than the financial community, it acquires a 

12 position within the apparatus of government." 

11Ibid., pp. 232-233, 233, 345. 

12Ibid., pp. 330, 236, 233. 
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Problems of Realization 

Galbraith is far from naive. He is aware that 

difficulties attend this proposal. When the educational 

and scientific estate is conceived of as a locus of counter

vailing power, substantial problems emerge. First of all, 

"like any new political force, it lacks self-confidence." 

But this will change. A more profound difficulty devolves 

from the fact that "... American colleges and universities 

were long fed on the crumbs from the rich man's plate or 

accorded public funds only after genuinely important matters 

such as roads, the courts, public hygiene, jails and insane 

asylums were provided for." Moreover, there has long been 

a conflict of perceived interests between members of the 

academic community and the entrepreneurswho not only 

controlled most of the private money available for educa

tion, but who had enormous power in the public-spending 

policies and politics of the greater society. "This 

conflict was aggravated by the role of colleges and univer

sities as a principal source of social innovation in the 

United States." Members of the academic scholarly community 

were, often viewed as "subversive." "They were frequently 

watched for heresy by the entrepreneur or his appointed 
13 agents." 

13Ibid., pp. 3&L, 375, 236, 375. 
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These are important realities. They have had 

significant effect in the United States. It is patent, 

for instance, that "all college and university administra

tions and many professors developed habits of extreme 

obsequiousness where money was concerned." Within the 

academic cloister, "many maintained their independence less 

by courage than by guile. ..." While conditions have 

dramatically changed, the general attitudes of those who 

now comprise the educational and scientific estate have 

been slow to react. 

Educators have yet to realize how deeply the 
industrial system is dependent on them. That 
public and private funds are supplied in compara
tive abundance as a result of this dependence still 
evokes surprise. After living so long on charity, 
the habits of obsequiousness continue. 

In terms of the realities—and the welfare—of the contempo

rary American system, "such habits of mind are out of date 

and dangerous.""^ Those who represent potential counter

vailing power cannot be effective if they arrive on the 

political scene apologizing for themselves with, to be sure, 

hat in hand. 

In Galbraith's view, it is true that a central ele

ment of the possible countervailing power of the educational 

•^Ibid.f p. 375. 
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and scientific estate, "the power that is associated with 

the capacity for social innovation . . . , once provided a 

very good reason for conflict between the entrepreneurial 

enterprise and the academic community." Not only did social 

invention antagonize businessmen—perhaps more importantly, 

they largely paid for what disturbed them. However, those 

presently in the educational field should realize that, 

". . . unlike the entrepreneurial corporation, the mature 

corporation is much less troubled by the social inventive

ness of the educational and scientific estate." For one 

thing, "the costs of reform legislation—improvements in 

medical care, guaranteed incomes for the poor, regeneration 

of the slums—can be passed forward to the customers or 

15 back to the stockholders." ^ But, even if it has to pay 

for much of it, social reform is a price that the techno-

structure will gladly meet in order to maintain a generally 

harmonious relationship with the educational and scientific 

estate. Because of its essential dependence on education 

and the educated, a good deal of social reform—much more 

than most people think—is viewed by the technostructure 

as possibly necessary, and certainly acceptable. 

In the nature of the new industrial state, the 

academic community is a vital necessity. Importantly, "it 

is no longer dependent on private income and wealth for its 

15Ibid., pp. 2SS, 289. 
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support; most of its sustenance is provided by the state." 

Such support, as mentioned, is, precisely, part of the 

adaptation of public policy to the needs of the industrial 

system. One consequence of this is that "private influence 

is weakened . . relative to education at all levels. 

These facts, Galbraith argues, must be understood, particu

larly by those professionally involved with education. "The 

entrepreneur combined a strong proprietary instinct with 

owned wealth." He could back up his disturbed feelings 

about academic "subversion" with a withdrawal of funds. 

This was true whether he gave the money directly or through 

a foundation which, in that era, he generally controlled. 

On the other hand, "the members of the technostructure, 

though they may be generously rewarded by salary and capital 

gains, are unlikely to have any similar amount of wealth 

at their disposal." In the event they are upset enough 

to act—a far more rare occurrence in the present age 

because their interests are more directly at stake, they 

are more sophisticated and, for these reasons, they feel 

less personally threatened by ideas than did the entrepre

neur—it is still the state that chiefly finances education. 

Not only is the technostructure less willing to jeapordize 

this financing but, Galbraith implies, it becomes inordi

nately more difficult to do so when the attempt to "get" 

l6Ibid., pp. 233, 233-239-
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one or a few "offensive" individuals or groups involves the 

broad effects of public policy. 

However, Galbraith admits, that even though members 

of the technostructure have little significant personal 

wealth to contribute to education, "owners—those known to 

the modern academic money-raiser as the old rich—do." But 

the educational and scientific estate need not be overly 

concerned about offending them either. First of all, the 

significance of their financial contributions, while still 

important, is minor relative to state outlays. Secondly, 

it is difficult to predict what they might be offended by. 

". . . Being divorced form the corporation, these men no 

longer reflect its attitudes in any reliable way." They 

have become attitudinal free-lancers. More importantly, 

". . . they are considerably less likely than the erstwhile 

entrepreneur to expect to exercise influence as the result 

of the support they accord." If for no other reason, "they 

have learned from their experience with corporate ownership 

that wealth does not accord such power of intervention." 

Also, although not mentioned by Galbraith, a good deal of 

private money available for education is held by foundations, 

and decisions about its distribution are made by a techno

structure therein. Lastly, and probably most crucially, 

". . . the alternative to the use of such wealth for 
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education is often an only moderately lower loss through 

17 taxation." ' Galbraith does not state it as such, but the 

implication is plain that tax laws so written are yet 

another instance of the adaptation of state policy to what 

the dominant institutions in the American economy most 

urgently require. 

" . . .  T h e r e  i s  p o t e n t i a l  c o m p e t i t i o n  a n d  c o n f l i c t  

between the educational and scientific estate and the 

technostructure." The possibility of this has to be recog

nized. But, even here, Galbraith is confident. "The member 

of the technostructure . . . wields great public influence 

as, in effect, an extended arm of the bureaucracy . . . , 

[but] he cannot divest himself of the organization which 

gives him being." Because ". . .he cannot carry it with 

him into political life""^ and, when he enters the political 

arena must, in essence, leave the basis of his power behind, 

the organization man, as previously indicated, is not 

particularly effective in political struggle. Most simply, 

19 it is not his style of operation. 

~^IbicL , p. 239. 

l8Ibid., p. 294. 

"̂ For evidence supporting this view, cf., Andrew 
Hacker and Joel D. Aberbach, "Businessmen in Politics," in 
Pressure Groups in American Politics, ed. by H. R. Mahood 
(New York: Charles Scribner's Sons, 1967)» pp. Sl-101. 
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On the other hand, the style of those in the 

academic world is less organizational and more individual

istic. "Unlike members of the technostructure, the 

educational and scientific estate is not handicapped in 

political action by being accustomed to function only as 

20 part of an organization." This allows its members to be 

far more politically effective than members of the techno

structure in any political conflicts that might develop 

between them. 

The political power of the educational and scientific 

estate is further enhanced by the very factor which, 

precisely, is most likely to lead it into a clash with the 

technostructure. "It gains power in a socially complex 

21 society from its capacity for social invention." An 

institution comprised of people with minds broad in scope, 

deep in understanding, and capable of flexibility is at a 

political advantage, especially in the modern world. 

However, the basic fact remains that the real political 

strength of the educational and scientific estate is the 

crucial position it occupies vis-a-vis the economic order. 

This article first appeared as Andrew Hacker and Joel D. 
Aberbach, "Businessmen in Politics," Law and Contemporary 
Problems, XXVII, No. 2 (1962), 266-279-

20 
Galbraith, New Industrial State, p. 3&1. 

^Idem. 
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Galbraith realizes that in fact, "modern higher 

education is, of course, extensively accommodated to the 

needs of the industrial system." This constitutes much of 

its recent history. But, as it becomes more aware of its 

growing power, "the question remains as to how closely the 

educational and scientific estate, which owes its modern 

expansion and eminence to the requirements of the industrial 

system, will identify with the goals of the latter." In 

this regard, "no generalization is possible, for the educa-

22 tional and scientific estate is not homogeneous." It is, 

of course, Galbraith's hope that as the academic community 

becomes increasingly important, a cognizance of its crucial 

power will develop among its membership, and that it will 

emerge as a political force independent of and, indeed, 

countervailing against, the power of the industrial system. 

The Political Role of the Economics Profession 

When considering his argument about "the political 

lead," Galbraith's view of the economics profession in this 

regard will be found to contain possibly significant 

implications. The distinction between entrepreneurial and 

mature corporations must be kept in mind. If this is done, 

it becomes evident that the outlook—and interests—of 

22Ibid., pp. 370, 292. 



497 

professional economists have much in common with the 

outlook—and interests—of the technostructure. Of course, 

"not all economists accept the goals of the industrial 

system. ..." But "we have seen that economics, as a 

discipline, has extensively and rather subtly accommodated 

23 itself to the goals of the industrial system," ^ especially 

through its insistence on the reality of price competition 

and consumer sovereignty, and its denial of affluence through 

the ingenius invention of "marginal utility," which assures 

that wants are both natural and never satisfied. The effect 

is to preserve the central importance of material production. 

To possess such production is also maintained as a vital 

goal. 

It has been noted that many economists read Galbraith 

out of their discipline because of his persistent interest 

in.power. They would also feel well rid of him because he 

has popularized the notion of affluence. The argument for 

marginal utility, while it does not yet actually dispose 

of Galbraith, as annoying as he is, does negate affluence, 

at least for most members of the economics profession. It 

demonstrates that "there are good reasons for . . . insist

ence on the totality of economic goals." Furthermore, given 

the central thrust of training in the field towards maxi

mizing efficiency in production, "it arrests what would be 

^Ibid., pp. 3$3> 292. 



493 

a disconcerting obsolescence in the profession of economics." 

The economist is clearly served by the paramount position 

of production. As long as society holds this as its most 

important core value, "the factors making for his alleged 

Obsolescence, he can insist, are the figment of an undisci-
2) 

plined imagination." By denying affluence, the economist 

asserts his own professional importance. 

In the same way, he also asserts his political 

role. "For so long as social achievement is coterminous 

with economic performance, economists are the highest 

arbiters of social policy. Otherwise not." Moreover, if 

production is no longer paramount, the economist suffers as 

a "scientist." Instead of revealing to students by precise 

and rational diagrams the prices that would maximize 

profits for a producer, it would be necessary to consider 

what price a bureaucrat might believe consistent with wage 

and price stability." As the worst cut of all, "economics 

would be reduced to the level of political science." It 

must be understood, Galbraith notes, that "truth has its 

25 obligations to dignity." 

The fact is that "modern economic belief can be 

understood only as the servant in substantial measure of 

the society which nurtures it." In this, "... not the 

2̂ Ibid., pp. 403, 412. 

25Ibid., pp. 403, 352. 



499 

least of its services to that society is to render instruc

tion to the young which, rather systematically, excludes 

speculation on the way the large economic organizations 

shape social attitudes to their ends." What Galbraith is 

getting at is the contribution to the status quo made by a 

"social science" not equipped to deal with power. "Nor is 

the service less important for being rendered, in the main, 

in innocence and in the name of scientific truth." Indeed, 

". . . Americans are probably the world's least competent 

conspirators—partly because no other country so handsomely 

rewards in cash and notoriety the man who blows the whistle 

27 on those with whom he is conspiring. ..." The "truth" 

about the economic world, as dispensed by professional 

economists, does not emanate from a plot. "On the contrary, 

were it arranged and paid for it would cease to be of much 

effect."2̂  

In regard to "the political lead," such self-delu

sion is precisely the problem. Economists really believe 

their own claims about the nature of the economic order. 

This leads to an economic Weltanschauung which immeasurably 

helps to justify the social and political power of the 

26Ibid., p. 167. 

2̂ Galbraith, How to Control the Military, p. 23. 
pc> 
Galbraith, New Industrial State, p. l67« 
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technostructure. "In recent years it has often appeared 

to those outside the discipline that the economists were 

in heavy conflict with the industrial system." The crux 

of this supposed conflict "... especially concerned 

regulation of aggregate demand." It centered on the fact 

that "the economists proposed more spending by the state 

for a wide variety of things; they advocated tax reduction 

and [of all things] deliberate deficits." The most convinc

ing evidence of this "conflict," Galbraith implies, was 

29 that "businessmen recoiled in alarm." 7 

But, though "their general capacity for social 

innovation had put them somewhat in advance of the techno

structure in the policies they urged," professional 

economists posed no real threat to the industrial system. 

Indeed, as by now is clear, the opposite was the case. 

The "business" attack devolved from the fact that "the 

economists were partly at odds with the entrepreneurs who, 

unlike the technostructure, were not major beneficiaries 

of these policies. 

Within the academic community, however, especially, 

although Galbraith does not mention it in this context, in 

view of a long history of conflict with "business," these 

attacks were taken as proof that the discipline of economics 

2̂ Ibid., p. 3^3. 

3°Ibid., pp. 334, 333-334. 
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represented a progressive force. "To the rest of the 

educational and scientific estate the economists seemed 

thus to be the defenders of the broader social purposes of 

employment and expansion against the smaller, more parochial 

objectives of their business critics." Among other things, 

they were seen as opposed to the business corporation. 

Clearly, in reference to the mature corporation, "this is 

31 an. illusion." It is based on a failure to comprehend 

the vital differences between the interests and operations 

of mature, as opposed to entrepreneurial, corporations. 

By now., Galbraith argues, "it will be evident that 

the need to keep the modern corporation subordinate to the 

market causes grave problems for the otherwise estimable 

subject of economics." To do this, the enormous power of 

the mature corporation is denied. What worries Galbraith 

is that, because of its undeserved reputation as an opponent 

of corporate interests, the economics profession will be 

looked to by the academic community for political leadership 

against those interests. Furthermore, many members of the 

profession have like perceptions of themselves and, conse

quently, "there are also dangers in the lead that is assumed, 

32 more or less as a right, by economists in these matters." 

Because of the character of its training, and the interests 

31Ibid., p. 3^3. 

^Ibid., pp. 179, 3&3« 
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which derive therefrom, few groups within the educational 

and scientific estate are less qualified. 

The Doctrinal Position 

Basic decisions await. "Colleges and universities 

can serve the needs of the technostructure and reinforce 

the goals of the industrial system." In line with their 

past actions, "they can train the people and cultivate the 

attitudes which insure technological advance, allow of 

effective planning and insure acquiescence in the management 

of consumer and public demand." More importantly, "... 

they can affirm the policy images, including those on 

foreign policy, that the latter requires." They can turn 

out organization men who will fit smoothly into the system. 

33 "This is line of least resistance . . for the educa

tional establishment. 

"Or colleges and universities can strongly assert 

the values and goals of educated men—those that serve not 

the production of goods and associated planning but the 

intellectual and aesthetic development of man. [For Gal-

braith,] it is hard to believe there is a choice." Indeed, 

". . . it is safe to say that the future of what is called 

modern society depends on how willingly and effectively the 

intellectual community in general, and the educational and 

33Ibid., p. 376. 
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scientific estate in particular, assume responsibilities 
O 1 

for political action and leadership." ^ 

Possibilities of Attainment 

There is, Galbraith insists, historical evidence 

to support his idea that the educational and scientific 

estate can be politically effective. "During the years of 

burgeoning industrial development, the academic community 

—indigent, subordinate and weak—has invariably been 

pictured by historians as the aggrieved party." However, 

even in an era when organization and technology were far 

less crucial, "on the record this is not so certain." The 

academic world, "in consequence of its capacity for social 

invention . . . , may well have given more than it received. 

This has been obscured partly by the fact that members of 

the academic community have written the history, no minor 

35 source of power in itself. . . ." 

Furthermore, there are "... the different ways in 

which influence manifests itself." It is plain that 

"pecuniary power . . . offers financial reward for conformity 

or threatens financial damage for dissent." The direct 

character of this power is the point. It ". . . expresses 

itself in highly unsubtle form; ..." Americans are 

accustomed to such gross manifestations of power. 

3/t~Ibid., pp. 376, 331. 

35Ibid., p. 2^7. 



503 

scientific estate in particular, assume responsibilities 

for political action and leadership. 

Possibilities of Attainment 

There is, Galbraith insists, historical evidence 

to support his idea that the educational and scientific 

estate can be politically effective. "During the years of 

burgeoning industrial development, the academic community 

—indigent, subordinate and weak—has invariably been 

pictured by historians as the aggrieved party." However, 

even in an era when organization and technology were far 

less crucial, "on the record this is not so certain." The 

academic world, "in consequence of its capacity for social 

invention . . . , may well have given more than it received. 

This has been obscured partly by the fact that members of 

the academic community have written the history, no minor 

35 source of power in itself. . . ." 

Furthermore, there are "... the different ways in 

which influence manifests itself." It is plain that 

"pecuniary power . . . offers financial reward for conformity 

or threatens financial damage for dissent." The direct 

character of this power is the point. It ". . . expresses 

itself in highly unsubtle form; ..." Americans are 

accustomed to such gross manifestations of power. 

3/*"Ibid., pp. 376, 3&1. 

35Ibid., p. 237. 
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Proposals for reform, by contrast, begin as 
seemingly eccentric and implausible suggestions. 
Graudally they gain adherents; in time they emerge 
as grave needs; and then they become fundamental 
human rights. It is not so easy to attribute 
power to those who set this process in motion.36 

Power of this kind, found primarily in the academic commu

nity, has already had a significant influence on American 

political history. 

Under modern technological conditions, the growth 

and economic importance of this community creates the 

potential for much greater effect. In this, it will have 

allies. Some, as suggested, will be found within the 

industrial system itself. In addition, "rising income also 

nurtures a further artistic and intellectual community 

37 outside of the industrial system." Not all of its members 

are part of the educational and scientific estate. As 

affluence becomes more widespread, so does the opportunity 

for people in general to become educated. This tends to 

promote, and even give birth to, values which are anti

thetical to the goals of the industrial system. 

There is, Galbraith further contends, potential 

opposition to the dominance of the technostructure among 

political conservatives, and even among elements within the 

business community. Such is the implication of his criti

cism of those firms principally involved in war production. 

36Ibid., pp. 287, 2$7-288. 

37Ibid., p. 320. 



505 

Obviously no one who regards himself as a liberal 
can any longer be a communicant of the military power. 
But the issue is one of equal concern to conserva
tives—to the conservative who traditionally suspects 
any major concentration of public power. It is 
also an issue for every businessman whose taxes are 
putting a very few of his colleagues on the gravy 
train.1$ 

These businessmen would, or should, object to the concen

trated power of the military establishment. Conceivably, 

they might also oppose the overwhelming ability of the 

technostructure to control American existence. The same 

might well apply to conservatives in general. Among these 

people, there should be some willing to join the educa

tional and scientific estate in the formation of counter

vailing power. 

For Galbraith, a good deal of evidence suggests 

that countervailing power is actually emerging. "There 

is wide skepticism in the educational and scientific estate 

about the images that underlie the arms race" and, indeed, 

the. industrial system itself, of which large military 

expenditures form an integral part. "In recent times there 

has, in fact, been a persistent questioning of conventional 

economic and social goals. Alienation has been evident 

among youth. It has manifested itself in rejection of 

conventional attitudes on work, career, clothing, and 

foreign policy."-̂  Noting that "'poor universities 

•^Galbraith, How to Control the Military, p. 33• 

•^Galbraith, New Industrial State, pp. 3$2, 344* 
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composed of craven men are invariably very orderly places 

and bad universities have the silence and tranquility of 

the desert . . . ,Galbraith implies that campus 

disorders are symptoms of the fact that the educational and 

scientific estate is, increasingly, comprised of people 

willing to oppose the goals of the technostructure.^" 

^ John Kenneth Galbraith,Address to Public Convo
cation of the Academic Senate of the University of 
California, Berkeley, April 2S, 1967, reported in "'Students 
Make a University Large': Galbraith," The Voice of the 
Faculties; Newsletter of the Association of California 
State College Professors In.p. , dune, iyb'/ , p. fc>; . 

^Following the above remark, Galbraith notes that 
"'if Berkeley is intellectually and ideologically the least 
tranquil community in the world, as well it may be, it is 
most likely because it houses the best university in the 
world. . . .'" Idem. 

Galbraith's views on outside control of the univer
sity are of interest, especially in reference to his 
argument that the educational and scientific estate should 
be autonomous of the industrial system. 

"In the mature university, power over oppoint-
ments [sic], the curriculum and the conduct of 
research has, by agreement, passed to the faculty. 
These are the critical powers—the commanding 
heights. And the notion of academic inadequacy has, 
for good reasons, disappeared. 

"This is the reality. But the remnants of the 
old order remain. 

"When tasks of vast technical or social complexity 
must be done, and done well, it is to the university 
faculty that society turns. Only for running the 
modern university is it imagined that they are too 
stupid or otherwise incompetent. 

"Of course, the modern faculty runs the univer
sity too. The governing board of the mature 
university is an anachronism as the more perceptive 
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The increased frequency of political attacks on universities 

and colleges may be the most eloquent testimony to the 

reality of this. 

Plainly, Galbraith does not agree, for instance, 

with Archibald MacLeish, who feels that contemporary 

dissatisfaction with American priorities derives not from 

affluence, but can be attributed strictly to the foreign-
I O 

policy position of the United States. For Galbraith, 

affluence itself is a vital element in this dissatisfaction. 

The relative affluence of campus "radicals" has been much 

noted. "With high income, questions beyond the reach of 

economics obtrude." Investigating the goals of the 

and acute members are adequately aware. None would 
imagine it competent to guide research in modern 
physics—or economics—or to make appointments or 
decide what should be taught. To repeat, the real 
power has passed to the faculty. But the governing 
board is not yet a harmless anachronism. In many 
respects, it remains a barrier to rational progress. 
. . ." Ibid., pp. 6-7. 

Regarding California, Galbraith remarks that "'here 
the governing board that does not govern has come to serve 
as a conduit for political interference into the university. 
So far from being a buffer it is where those with a polit
ical ax now go to grind." Ibid., p. 7« 

This, of course, is a general condition. Indeed, 
it has long been so. What is significant is that it is far 
less easily accepted. Such inroads into its acceptability 
could be cited as evidence of the emerging power of the 
educational and scientific estate. 

^Archibald MacLeish, "'National Purpose,'" in 
Archibald MacLeish, A Continuing Journey (Boston: Houghton 
Mifflin Company, 1967), pp. 77-36, and especially pp. 83-36. 
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industrial system "... has invaded, even, the great 

philanthropic foundations where it has led to grants to 

groups duly constituted to re-examine the purposes of the 

society." Of course, "such re-examination has invariably 

led to a strong affirmation of the goals that serve the 

needs of the industrial system.So far. But Galbraith 

has hopes.^ 

A basic reason for such hopes is that the central 

problems of contemporary America demand intellectual solu

tions. "The needed changes, including those in the images 

by which military and foreign policy are shaped, all involve 

[precisely] the sensibilities and concerns of the mind." 

This must enhance the power of the educational and scien

tific estate. Furthermore, "... one must not minimize 

the astonishing intransigence of those whose vanity lies 

not in wealth or power but in the right to think." Such 

people are well qualified to find 

^Galbraith, New Industrial State, pp. 407> 3A4» 

^Tn reference to the effect of affluence on Ameri
can values, see Paul Goodman, "The New Aristocrats," 
Playboy, March, 1967, pp. 110-159. An increasing minority 
of younger people, Goodman argues, because of their middle-
class and upper-middle-class backgrounds, are much less 
susceptible to a threatened deprivation of material well-
being and status than previous generations have been. They 
simply assume that they will have a certain level of afflu
ence, and the status that derives from it in the United 
States. These people are truly a new breed, and must be 
dealt with on a different basis. 
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. . .  a  s a f e r  b a s i s  f o r  u n d e r w r i t i n g  t e c h n o l o g y  
and an understanding between industrial societies 
on this point, [resolutions that] are obviously 
important for the survival of the industrial 
system as well as of all other organizations 
requiring the continued use of human beings. 

It is the intellectual, basically, but not only, as a part 

of the educational and scientific estate, who is most quali

fied to lead America into becoming . .a safer and more 

durable as well as a more eclectic, agreeable and intel-
j, c 

lectually and aesthetically progressive society."^ 

Galbraith's great stress on education as an 

inherently progressive force is crucial. Horowitz takes 

note of this in reference to Galbraith's position on 
i /T 

nonindustrial nations^" where, Galbraith insists, the 

problem is not insufficient capital or technical training, 

but the paucity of liberal education—the seedbed of social 

innovation. For Galbraith, Horowitz points out, "... the 

world is not divided into developed and underdeveloped 

countries; and . . . modern technological knowledge and a 

sound plan for using capital are not the main missing 

45Ibid., pp. 3$0, 375, 379. 
Lf> 
* The terms "underdeveloped nations" and "backward 

nations" are clearly ethnocentric and, at least, implicitly 
chauvanistic. For these reasons, the term "nonindustrial" 
nations is preferable. Certainly, it is more neutral. It 
is also more descriptive of the distinction that is 
involved. 
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elements in an underdeveloped [sic] society." On the 

contrary, denying that the term "underdeveloped" has any 

validity, "... Galbraith considers the most serious 

deficiency in the developmental process to be the absence 

of popular education and proper education." It is inescap

able, Horowitz points out, that deep within Galbraith's 

position, "the eighteenth-century doctrine of salvation 

through knowledge and reason is again employed."^ 

Horowitz intends these remarks as criticism. It is 

a criticism Galbraith invites, not because he assumes an 
j  d  

inherent connection between "education and emancipation,"^ 

but because he implicitly views historical development to be 

less the result of mass movements, and far more the conse

quence of actions taken by an educated few. Whether all can 

qualify for this elite—whether it reflects inborn or acquired 

qualities—is something Galbraith never makes quite clear. 

It is difficult to determine if he is an elitist, wherein an 

elite of some kind, in this case, an intellectual elite, is a 

perennial condition of human existence, or if he is an 

^Horowitz, Three Worlds of Development, pp. 401, 
401-402. 

Despite the comments of Horowitz, it should be noted 
that Galbraith does use the term "underdeveloped" in regard 
to nonindustrial nations. At least he has earlier in his 
career. See, for instance, John Kenneth Galbraith, "Condi
tions for Change in Underdeveloped Countries," Journal of 
Farm Economics, XXXIII (November, 1951), 6$9-69^ 

i d  
^ See Galbraith, New Industrial State, chap, xxxiii, 

"Education and Emancipation," pp. 370-378. 
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advocate of a temporary and diminishing elite akin to the 

"natural Aristocracy" of Jefferson. Galbraith's allusions 

to such things as the "mass taste" suggest, but do not demon-

U9 strate, that he is an elitist. In any event, an elite of 

the mind is not only present, but its organization into the 

educational and scientific estate is the only possible force 

that can free America from the grip of the technostructure. 

The Educational and Scientific Estate 
as Political Power 

Such stress on education, and the educated elite, is 

in the tradition of those, like Galbraith, who claim to be 

liberals. What is of particular interest here is the notion 

that organized intelligence has a direct translation into 

organized political power. This introduces particular prob

lems. Once again, C. Wright Mills is suggestive for getting 

at them. 

In any industrial nation, Mills notes, power can only 

be effectively wielded through ". . . the major institutions of 

modern society." For Mills, "these [are the] hierarchies of 

50 state and corporation and army. . . ." Together, they form 

U9 The term "elitist" is employed here to connote the 
assumption that certain inborn characteristics are what qual
ify people for membership in the elite. Such a position is 
properly throught of as "elitism." Whether these character
istics must be developed before one can actually enter the 
elite, or whether inherent factors alone are sufficient, 
varies with the elitist, as do the specifics about what these 
characteristics are, and what is required for development 
among those who argue that such development is necessary (see 
Appendix A). 

59Mills, Power Elite, p. 5. 
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"the power elite."^"'" Most importantly, they ". . . consti

tute the means of power; . . ."in industrial nations, and 

in post-industrial nations such as the United States. They 

are the "... command posts of modern society which offer 

us the sociological key to an understanding of the role of 
c  2  

the higher circles in America."^ In the Marxist view, these 
C O  

elites are all subsumed by the concept of "ruling class. 

For Galbraith, they are subsumed by the concept of the 

^Ibid., pp. 3-et passim, cited supra, pp. lS-19. 

52Ibid., p. 5-

53 -^For a Marxist review of The New Industrial State, 
see Jim Mason, "Books: A New Ruling Class?," review of 
The New Industrial State, by John Kenneth Galbraith, in 
Monthly Review, XX, No. 1 (1968), 47-56. Despite Mason's 
remark that "The New Industrial State is thus a serenade 
to the disenchanted liberal, an effort to co-opt him and 
reassure him that with his good sense society can be set 
straight," ibid., p. 56, this review is reasonably favor
able. Indeed, Mason finds that "it is an important book." 
Ibid., p. 47. 

But Mason takes exception to Galbraith's refusal, 
or inability, to perceive the technostructure as, consciously 
or not, in the employ of the ruling class. The same basic 
criticism is applied to the concept of the educational and 
scientific estate. 

But to think that the intellectuals could emerge as 
the guardians and leaders of the new society is to 
commit the same mistake as putting the technostruc
ture in the lead today: neither group wields class 
power, nor can it. To believe it could is to think 
politics has no class basis, which again accomplishes 
the very separation of politics from economics that 
Galbraith ridicules. (Ibid., p. 56)  

What is surprising is that a Marxist review of 
The New Industrial State fails to mention Galbraith's omis
sions regarding colonialism and imperialism. See infra, 
pp. 556-559, and 575-577. 
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"industrial system," within which the dominant form is the 

"mature corporation" and the operative institution is the 

"technostructure." 

In his quest for a balance of power in the American 

system, Galbraith proposes the countervailing power of 

another institution—like the military and the mature 

corporation, actually an adjunct of the state—the "educa

tional and scientific estate." Certainly, he affirms, 

the growth and influence of college and university 
communities are in response to the needs of the 
industrial system. But this does not necessarily 
create a primary obligation to the needs of the 
industrial system. Gratitude and debt do not exist 
as between social institutions. The only reality 
is the right social purpose.54 

In the educational and scientific estate Galbraith perceives 

an institution so committed. 

A major problem here lies in the fact that the educa

tional and scientific estate is, precisely, an institution. 

It is corporate. Within it, the dominant motivations, as 

within the technostructure, are identification and adapta

tion. These similarities do not escape Galbraith. "If there 

is a difference it is not in the motivational system but in 

5 / 5  the goals.Because he must identify before he can adapt, 

the member of the academic community is under the same 

pressure to conform as his counterpart in the business world. 

The only real difference may be that he is paid less. Given 

"^Galbraith, New Industrial State, p. 376. 

~^Ibid., p. 288. 
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these realities, a serious question can be raised about his 

ability to be socially inventive. It may be that the real 

contributions to social change have been made not by the 

educational and scientific estate as an organization, but by 

the renegades within it—not, as Galbraith insists, by the 

institution but, precisely, by the "eccentric" few who, very 

56 often, are not acceptable to it. Perhaps, like artists, 

social innovators do not function well in "teams" or, at 

least, very large groups. That social innovators have not 

been kindly regarded by the academic community is clear. 

But, because the educational and scientific estate has a 

commitment—or a pretension—to the open mind, the official 

reasons for getting rid of such people rarely touch on their 

ideas. Sometimes the charge is simply "subversion"—which, 

at least, suggests that socially innovative and, therefore, 

disturbing, ideas may be involved. More typically, it is a 

breech of expected conformity in behavior, especially where 

57 the social innovator acts out what he advocates.^ 

56 y The academic career of Thorstein Veblen is 
instructive in this regard. So is that of Charles A. Beard. 
Indeed, it might reasonably be wondered how welcome Galbraith 
presently is in the Department of Economics at Harvard 
University, and where he would now be employed without the 
tenure he acquired before his iconoclasm became so publicly 
apparent. The choice might well be between the iconoclasm 
and the professorship—one or the other, but not both. See 
discussion infra, pp. 515-517. 

57 •"Galbraith himself has written on this. See 
Galbraith, "Economics and Art," especially pp. 44-45• 
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Academic administrators often argue that such actions 

are necessary to prevent outside forces from intruding on 

the institution—testimony, perhaps, that the academic commu

nity is not yet as strong as Galbraith thinks it will become. 

Or, at least, that those within do not perceive it to be. 

Whatever the reasons, the pattern—exceptions notwithstanding 

—indicates that intellectual conformity on fundamental 

social issues is of great significance within the educational 

corporation. It is, in fact, questionable whether any highly 

structured institution, because of the very demands of its 
e g  

operational necessities, can be anything else. This is 

especially the case when it is dominated by what might be 

termed "nouveau corporate" personalities—people eager to 

climb in the very system they are expected to criticize, 

often paternalistic "liberals," who are likely, consciously 

or unconsciously, to be anti-intellectual because intellec

tual honesty is often in conflict with an acceptability. 

That such a bureaucracy, run by the best manipulators of 

what, in functional reality, is a Byzantine labyrinth, 

comprises the dynamic of real change in the power realities 

of the system is a proposition subject to substantial 

doubt. 

5 $  Especially the requirement of identification with 
the institution. 
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A further consideration is in order. Hans Morgen-

thau, commenting on . . the incompatibility of truth and 
e g  

power . . . , argues that the search for truth about 

power cannot co-exist with its exercise; that, at least, 

the same person cannot engage in both simultaneously. If 

Morgenthau is correct, an additional dilemma besets 

Galbraith's position. As the educational and scientific 

estate grows in power, as it increasingly gains more of a 

stake in the system, to that proportion its members are 

likely to become reluctant to criticize the dominant 

values and institutions of the society which bestows power, 

and the status attached to power, upon them. Galbraith 

himself offers, or implies, suggestive evidence along 

these lines. The economics profession, he insists, contrary 

to general opinion, has long had close ties of interest and 

perception with the industrial system. In a world dominated 

by mature corporations, it has accordingly received power. 

The effect is to render it useless in regard to the "polit

ical lead." Following Galbraith's own line of thought, 

other academic fields—such as business and engineering— 

fall into the same category. As power flows to other 

disciplines, the tendency to similarly conform may be strong. 

It is all the more likely in an institution—such as the 

^Hans J. Morgenthau, "Truth and Power: The Intel
lectuals and the Johnson Administration," The New Republic, 
November 26, 1966, p. 9. 
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educational and scientific estate—where most of its members 

are "upwardly mobile," and seek enhanced status and power 

in the larger society. If most academicians cannot be 

co-opted with money, a questionable surmise, they may be 

more susceptible to power. 

The Idea of Countervailing: Technostructures 

Similar difficulties also devolve from further 

implications of Galbraith's argument about the effects of a 

powerful educational establishment. These are partially 

revealed in the context of his concern about the lack of 

aesthetic quality in post-industrial societies. Here, he 

argues, "it is worth hoping that the educational and 

scientific estate, as it grows in power, will encourage and 

enforce more exacting standards. [Indeed] nothing would 

more justify its intrusion on public life" because, if it 

acts as it should, "... the state can be expected to do 

better in support of the aesthetic dimension in the future 

than in the modern past." For Galbraith, "art is one 

manifestation of order. And it is the first casualty of 

disorder. . . . This order is rarely if ever achieved 

permissively; it must always be imposed by the state or by 

• *i „60 social pressure." 

As aesthetic goals require the authority of the 

state, so will other of the policies Galbraith wants. Not 

Z A 
Galbraith, New Industrial State, pp. 352, 351. 
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only in regard to ". . . the assertion of the aesthetic 

dimension of life . . . , [but also in] the expansion of 

public services that are not sponsored by the industrial 

system . . . , widened choice as between income and 

leisure, [and] the emancipation of education . . . ," it 

is evident that these "... require that the monopoly of 
Z "j 

the industrial system on social purpose be broken." What 

is less evident is Galbraith's view of what will occur if 

and when this release is attained. But, given Galbraith's 

general theory of technological society, it is inescapable 

that large-scale organization will be an absolute necessity. 

It is only bureaucracy which will allow most of the social 

goals he espouses to be implemented. Even the educational 

and scientific estate is not qualified to provide the 

necessary organizational structure. Consequently, it is to 

the state itself, freed of the domination of the techno-

structure through the countervailing power of the academic 

community, that Galbraith turns. The alternative, he 

implies, if not quite anarchy, would be about as ineffective. 

To wield power in post-industrial society, a highly struc

tured, bureaucratic, institution is indespensible. 

In the implementation by government of desirable 

public policies, planning is a vital factor. "There is no 

6lIbid., pp. 379, 379-330. 
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natural presumption in favor of the market; given the 

growth of the industrial system the presumption is, if 

anything, the reverse." Among corporation men it is well 

known that . .to rely on the market where planning is 
6 2  

required is to invite a nasty mess." The same realization 

must dawn on those who would bring social and political 

change to America. 

"As matters now stand, we have almost no institu

tions that are by central design and purpose directed to 

participation in modern scientific and technological 

progress and its large-scale application," except, of course, 

the mature corporation. "We have no organization capable, 

for example, of taking on the large-scale development of 

atomic power generators or radically new departures in 

passenger-carrying aircraft in advance of knowledge that 

these will be commercially feasible." It is true that 

"much has been accomplished by research and development, 

not immediately subject to commercial criteria, under the 

inspiration of military need, [and that] this has done more 

to save us from the partial stagnation that is inherent in 

a consumer's goods economy than we imagine." But, Galbraith 

concludes, as is by now abundantly plain, this ". . .is 

also a narrow and perilous prop, and it has the further 

62Ibid., p. 362. 
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effect of associating great and exciting scientific 

advances with an atmosphere of fear and even terror." 

If this is to be changed, if, in short, the enor

mous affluence produced by the industrial system is to be 

used to solve the fundamental problems created by that 

system, ". . .it will require the scale, financial auton

omy, control over prices, and opportunity to develop a 

technostructure which are the requisites of effective 

planning."^ What Galbraith argues is that America will be 

transformed only when a system of countervailing techno-

structures becomes an operational reality. 

In the post-industrial world, power is effectively 

wielded only through huge bureaucratic structures. To 

counter the dominant position of the industrial system, 

a countervailing structure, or several countervailing 

structures, must emerge. These will be similar in many 

respects to the technostructure of the mature corporation. 

Here, ". . .as elsewhere, individuals will have to surren-

65 der to the goals of organization. . .11 They too have 

to identify before they can adapt. The same problems of 

^Galbraith, Affluent Society, pp. 354» 354-355• 
355. 

^Galbraith, New Industrial State, p. 361. 

^Idem. 
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conformity inherent in the growing power and structure of 

the educational bureaucracy will pervade those agencies of 

the state pursuing Galbraith*s purposes. Between them and 

those within the giant business corporation, the single 

difference will be the goals to which they are committed. 

His search for countervailing power leads Galbraith 

to what is really a vision of an America characterized by a 

plurality of technostructures. Within such a system, the 

power of the educational and scientific estate and that of 

certain agencies of the state will be in alliance against 

the power of the industrial system, comprised of the techno

structures of mature corporations in combination with other 

agencies of the state, especially the military establishment. 

Further Problems 

Throughout The New Industrial State, Galbraith 

refers to "the technostructure" of "the mature corporation" 

in the singular and, therefore, by inference, as unified. 

That the industrial system is, in fact, always unified, can 
f\f\ 

at least be questioned. Galbraith, however does not. 

Or, if he has, the idea has been quietly rejected. In his 

depiction of the new industrial state, his conception of 

Sweezy advances some suggestive ideas in this 
regard. These are best found in Sweezy, "The American 
Ruling Class," Pt. I; and "The American Ruling Class," Pt. 
II. This, in fact, is one of the best systematic treatments 
of the problem of social class in the United States (see 
Appendix B). 
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the industrial system is as a single power bloc. On the 

other hand, he suggests that diversity is one characteristic 

of the educational and scientific estate. If this is the 

case, it may, to that extent, be in a weakened position as 

a force for countervailing power. 

Galbraith himself touches on a further difficulty: 

the essential simplicity of economic goals. "It is because 

the goals of the industrial system are so narrow that they 

lend themselves to precise statistical assessment." This 

has a fundamental attraction to economists. More to 

the point here, it enhances the political power of the 

mature corporation. Those committed to the security, and 

growth of the technostructure, to technological innovation, 

and the expansion of the gross national product, are more 

likely to agree than are people concerned about the kinds 

of social goals which are not so easily computerized. 

"There will be dispute over the definition of success. 

And there will be considerable controversy over both the 

legitimacy of the alternative goals and the means of 

achieving them—over aesthetically motivated control of 

the environment, for example." Involvement with "the 

aesthetic dimension introduces a new and stronger test" 

for those concerned about enlightened public policy 

^Galbraith, Mew Industrial State, pp. 3^7? 353-
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precisely because quality is more difficult to evaluate 

than quantity. 

The same is true for most of the other areas that 

Galbraith wants the new state technostructures, in close 

alliance with the educational and scientific estate, to 

move into and influence. In one sense, Galbraith finds 

this healthy because, in his view, "... life is meant 

to be complex." But difficulties in evaluation make 

agreement about policy harder to attain. "There will be 

opposition from both entrenched interest and inert intel-

69 lect." 7 Those who would transform the core values of 

America must do battle on two fronts—with the industrial 

system, and within their own organizations. To this extent, 

they are politically weakened. Because of internal disagree

ment over objectives, the organizations of change will be 

less politically effective in their struggle with the 

technostructure within the mature corporation which, in 

light of the relative simplicity of its ambitions, is 

unified in values, goals, and purposes. 

Another problem for Galbraith's conception of the 

educational and scientific estate as an institutional force 

6 $  
• For a treatment of various liberal views of what 

quality is, see Christopher Lasch, The New Radicalism in 
America. 1889-1963: The Intellectual as Social Type (New 
York: Alfred A. Knopf, 1965). 

69Ibid., p. 3S7. 



with broad social purpose is implied in the discussion by-

Christopher Lasch of similar attempts in the American 

experience. "The history of agrarian radicalism, of the 

labor movement, of the early civil rights movement, and of 

other campaigns for popular democracy all share certain 

70 features in common. . . .All began as movements for 

fundamental social change, and they all hardened into 

pressure groups seeking narrow interests. 

Thus, "the People's party gave way to the Farm 

Bureau Federation. ... In short, agrarian discontent 

gradually parted company with reform. The same thing 

happened to the labor movement." What emerged was "... 

a divorce between labor and reform. The civil rights move

ment underwent a similar change in the late nineteenth 

century" as its leadership "... engineered a retreat 

from reform in favor of the same 'practical,' immediate, and 

seemingly more realistic objectives toward which Gompers 

had steered the main body of the labor movement." Impor

tantly, both "... spoke the language of the American 

business culture and tried to assure businessmen that 

recognition of the rights of minorities posed no threat to 

the status quo." Along the same lines, toward the end of 

70 Christopher Lasch, The Agony of the American Left 
(New York: Alfred A. Knopf, 1969)7 P» 12. 
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the nineteenth century the feminist movement experienced 

71 a decisive change of character."' 

In the conventional wisdom of the history profession 

in the United States, "... the collapse of . . . popular 

radicalisms, has usually been attributed to the achievement 

of the goals in question. ..." For Lasch, it is because 

they all "... lacked the socialist conception of ideol-

72 ogy." Either explanation, however, presents serious 

difficulties for the idea of the educational and scientific 

estate as a force for social change in America. 

It must be understood, Lasch argues, that "the 

dominant liberalism . . . , which most historians have 

mistakenly seen as the principal twentieth-century manifes

tation of popular democracy, actually served the needs of 

the industrial system." Liberals, Lasch contends, "... 

sought not so much to democratize the industrial system as 

73 to. make it run more efficiently." On Galbraith's own 

admission, the essential thrust of the academic world, at 

least so far, has been the same. If the conventional wisdom 

71Ibid., pp. 16, IB, 2k. 

72Ibid., pp. 23, 7. 

73 Ibid., pp. 9-10, 10. In regard to this treatment 
of liberalism, Lasch notes the usefulness of the work of 
James Weinstein. See James Weinstein, The Corporate Ideal 
in the Liberal State, 1900-1918 (Boston: Beacon Press, 
1969). 
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is correct, as the academic community achieves its immediate 

goals the impulse to pursue broader goals will diminish. 

If Lasch is correct, the fact that Galbraith downgrades 

the role of ideology is of notable importance to the prob

able direction of the educational and scientific estate. 

The further possibility that "training" may be 

separable from "education," and that "training" may be all 

that the industrial system really requires from the academic 

community, is never once mentioned. In regard to the aca

demic bureaucracy, Galbraith seems little concerned about 

what others suggest may be inherent in . . the workings 

of a corporate structure which, like the human body, rejects 

irritants."^ The thought that the emerging size and power 

of the educational bureaucracy will produce academic organ

ization men, most of them of, a probably anti-intellectual, 

nouveau corporate type, much like their counterparts in the 

industrial system, does not seem to bother him. Neither 

does the thought appear in Galbraith's writing that the 

increasing stress on "specialization" within the educa

tional and scientific estate might lead to a narrow, 

technological outlook, akin to that found within the 

^Stfilliam Hogan, "World of Books: Edward Murrow 
vs. the Wasteland," review of Prime Time: The Life of 
Edward R. Murrow, by Alexander Kendrick, in ban Francisco 
Chronicle, October 8, 1969, p. 39-
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technostructure within the mature corporation, equally-

incapable of discerning, to say nothing of offering solu

tions to, the larger social issues. This is to say nothing, 

of course, about prejudice and narrow-mindedness, which 

exist in the Byzantine halls of the academic world to about 

the same proportion that they do in the industrial system and 

in the larger society. 

A more significant difficulty remains. With the 

exception of his recent position on firms basically involved 

in arms production, Galbraith never urges the socialization 

of huge corporations. Indeed, his depiction of the Soviet 

Union reveals his view that the imperatives of technology 

lead a system to much the same result under "socialism" as 

they do under "capitalism." Yet, Galbraith's argument that 

economic power is the basis of social and political power 

is also plain. This raises the question as to how effec

tively certain technostructures of the state, in combination 

with the intellectual technostructure of the academic 

community, can engage in political struggle with those 

bureaucratic structures which, precisely, are the reser

voirs of overwhelming economic power, the foundation of 

power in the social and political realms. 

In this sense, Galbraith's notion of countervailing 

power in the new industrial state is essentially different 
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from his earlier conception of it. The difference may be 

profound. But Galbraith is persuaded that he is not 

touting straws in the wind. He is confident that the 

countervailing power which increasingly adheres in the 

educational and scientific estate can create new techno-

structures within government and, in combination with these, 

transform the quality of existence in a technological 

75 America. 

As previously suggested, Galbraith also fails to 

address himself to the problem of whether human beings who 

are tied to large organization through the motivations of 

identification and adaptation, who must identify before they 

can adapt, who are largely tied to nouvea'u corporate aspira

tions and perceptions, are really able to engage in social 

innovation, at least on any sizeable scale and in any 

important sense. Furthermore, the potential effects of 

disagreement among reformers, arrayed against the unified 

power of the industrial system, as mentioned, is ignored. 

So, as noted, is the fact that the institutions against 

which they are arrayed provides the economic basis for their 

existence, and that social and political power continues 

to flow to the producers of such affluence. 

Galbraith may have considered these things. If 

so, it is likely that they do not unduly intrude on his 

"^Other views have been expressed (see Appendix C). 
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thought because, in the final analysis, his views are based 

on a deep commitment to the idea that the forces for change 

are deeply and inherently imbedded in the economic processes 

themselves. "The economy for its success requires organized 

public bamboozlement. At the same time it nurtures a 

growing class which feels itself superior to such bamboozle-

ment and deplores it as intellectually corrupt." From the 

vantagepoint of this "class," "the subculture which requires 

such obfuscation for its existence can only be regarded 

with disdain." On the other hand, "that culture responds 

with a sense of hurt and guilt and the indignation which 

comes from the knowledge that its needs sustain and nourish 

its academic critics."' 

Even though the forces of production, and the 

economic, social, and political power that owning and 

controlling them accords, are in the hands of the industrial 

system, the major force opposed to the domination of that 

system, the educational and scientific estate, is the most 

crucial ingredient of those very productive forces. 

Without it, the entire system will cease to function. 

77 "Thus the paradox." It is this which assures Galbraith 

that, in the long run, the economic power of the mature 

corporation will not trample its opposition. Although 

^Galbraith, New Industrial State, pp. 293> 293-294• 

*^Ibid., p. 293-
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there will always be instances, "training" will not dominate 

"education." Proposals for social innovation will be 

welcomed. There will be no general "sell-out" for power by 
nd 

the intellectuals, from within or without the educational 

7B There are, of course, other views, cf., Lasch, 
The New Radicalism in America, especially, in regard to the 
cold-war period, chap, ix, "The Anti-Intellectualism of the 
Intellectuals," pp. 2$6-349; Christopher Lasch, "The 
Cultural Cold War: A Short History of the Congress for 
Cultural Freedom," in Towards A New Past: Dissenting Essays 
in American History, ed., with an Introduction by Barton J. 
Bernstein, Vintage Books (New York: Random House, 1969)> 
pp. 322-359; and Lasch, Agony of the American Left, chap, 
iii, "The Cultural Cold War: A Short History of the Congress 
for Cultural Freedom," pp. 63-114- These last two are revi
sions of an article that first appeared as Christopher 
Lasch, "Cultural Cold War: Excerpt Towards a New Past," 
Nation, September 11, 1967, pp. 19&-212. The version in 
Bernstein is substantially rewritten. 

It is interesting that, despite his scepticism about 
the integrity of intellectuals, and his general sympathy 
to the position of the more militant students, Lasch is 
convinced that the university must remain free of politici-
zation. See Christopher Lasch and Eugene Genovese, "The 
Education and the University We Need Now," The New York 
Review of Books, October 9, 1969, pp» 21-27. 

On the same general topic, also see Scharr and 
Wolin, "Education and the Technological Society"; and 
Ivan Illich, "Commencement at the University of Puerto 
Rico," ibid., pp. 3-6, 12-15. 

For an exceptionally insightful treatment of the 
problems on American university and college campuses, 
written from a position that is highly empathetic to the 
more radical student position, see Stephen Spender, "Man 
of Distinction," review of Democracy and the Student Left, 
by George F. Kennan, in The New York Review of Books, April 
24, 1969, pp. 16-22. 

For other critical treatments of intellectuals, 
more specifically within the academic world, see William 
Arrowsmith, "The Shame of the Graduate Schools: A Plea 
for a New American Scholar," Harper's Magazine, March, 1966, 
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79 bureaucracy. The "new mandarins" will not populate and 

control the educational and scientific estate. Those inside 

the educational establishment will not allow it. They will 

insist, instead, that the educational and scientific estate 

be free to pursue goals of broad social purpose. The reason 

is simple. Because of their vital position within the 
gO 

instruments of production, they can no longer be forced 

to do otherwise. 

Of course, potential corruptions of power itself 

remain—corruptions which could lead to a "sell-out" to the 

industrial system, or to tyrannical tendencies within the 

academic community, or to both. But within any loci of 

power, original and countervailing, in all societies, and 

pp. 51-59; "Idea of a New University," The Center Magazine, 
March, 1970, pp. 47-60, although here Arrowsmith lends some 
support to Galbraith's position that the academic community 
can become a political force, and even suggests certain tac
tics for accomplishing this; and Alan Wolf, "The Myth of the 
Free Scholar," The Center Magazine, July, 1969> pp« 72-77* 

The rejoinders to the Wolf article are of interest. 
See letter by Seymour Martin Lipset, in "Aftermath: Schol
ars," The Center Magazine, September, 1969, pp« 93-94; letter 
by Michael Novak, in ibid., pp. 94-96; letter by Theodore D. 
Nordenhaug, in "Aftermath: The Bonds of the Scholar," The 
Center Magazine, November, 1969* PP» 94-95; and letter by 
Andrew Bavas, in ibid., p. 95. Also of worth nothing to 
Wolfe's reply, see letter by Alan Wolfe, in "Aftermath: The 
Free Scholar," The Center Magazine, March, 1970, pp. 93-94* 

79 7See Naom Chomsky, American Power and the New 
Mandarins (New York: Pantheon Books, 1969). 

go 
This, of course, is not Galbraith's terminology. 
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in all eras, these possibilities exist. Certainly, at least 

for the foreseeable future, the power of the educational 

bureaucracy will not be unchecked. In any event, the 

possibilities of a total sell-out by, or a tyranny of, the 

educators—or both—does not occur to Galbraith at all. 

His confidence in the future direction of the United States 

—albeit a little cautious—is basically untempered. What 

is most necessary is that this emerging political force 

becomes aware of itself. "The banker, in the days when 

capital was decisive, was not unaware of his bargaining 

power. The educator should not be more innocent today." 

Far too much is at stake. Because of the imperatives of 

technology, "the educational and scientific estate has the 

power to exercise its option. It holds the critical 
gl 

cards." In the final analysis, the forces of technology 

will fundamentally dictate the future of the nation. 

Galbraith, New Industrial State, p. 376. 



CHAPTER 19 

CONCLUSION: GALBRAITHIAN LIBERALISM AND THE 
TECHNOLOGICAL ORDER 

Exactly who is "liberal" is highly problematic. To 

try to define the term, at least here, would introduce 

historical and definitional difficulties beyond the range 

of this paper. Indeed, they would probably necessitate 

another one. As previously pointed out, Galbraith has 

offered some clues about his conception of what a liberal 

is—especially as counterposed to his notion of a "conserva

tive.""'' Although these "definitions" may be suitable for 

his purposes, they are too unsystematic and incomplete to 

provide a foundation for a serious treatment of liberal 

philosophy, and Galbraith's place—or lack of place—in it. 

They are, however, adequate to justify some attempt to 

understand Galbraith's position within what is loosely 

thought of as modern liberalism. That he self-consciously 

thinks of himself as a "liberal," somewhat legitimatizes 

the effort. 

^Most specifically, Galbraith, American Capitalism, 
pp. ix-x, and see supra, pp. 39-47, and 323-328. 

533 



534 

"Technological Determinism" 

Once again, it is useful to understand Galbraith 

through his critics. In reference to Galbraith in The New 

Industrial State, one such critic argues that, "briefly, 

2 his theory of social change is technological determinism." 

This is true. What is of interest is that often, as here, 

this is stated not so much a description of Galbraith's 

position, as it is hurled as a charge against him. This 

penchant is most common among others who conceive of 

themselves as "liberals." The reasons are connected to the 

traditional liberal emphasis on the central importance of 

the individual and, especially, on his capacity to freely 

exercise his will. A theory of historical determinism— 

technological, or any other kind—seems to deny this liberal 

pbstulate. 

Because there is much confusion on this subject, it 

should be noted that Galbraith, as almost all other "deter-

minists," is not suggesting that men have no significant 

choices to make. Quite clearly, he thinks they do. 

Galbraith accepts the possibility—indeed, the probability— 

that a wide range of institutional processes and forms will 

emanate from identical, or greatly similar, technological 

foundations. What he is advancing is the idea that the 

2 Raymond J. Saulnier, "The Shape of Things," review 
of The New Industrial State, by John Kenneth Galbraith, in 
New York Times Book Review, June 25, 1967> p« 2. 
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choices which men do, in fact, make about the kind of social 

order they prefer, which are highly significant choices, 

cannot be understood unless they are traced back to their 

roots in the current or, given cultural lag, a previous, 

condition of technological development. In short, the range 

of alternatives open to people, while broad, is not infinite. 

It is always limited by the realities of progress in 

technology. This view, or implication, is similar to Hook's 

3 interpretation of Marx's theory of dialectical materialism. 

A further consideration is relevant here. Robert 

Heilbroner takes notice of the nineteenth-century "... 

shift in the 'substance' of history . . . , [that led to] 

the new social history. As the center of historical interest 

moved from the foreground of the stage to the background 

. . . , the Life of Man took precedence over that of 

history's heroes, the traditional motives and agents of 

history . . ."in the minds of those who wrote it. It is 

in exactly this period that theories of historical determin

ism became popular. "In a word, the idea of social history 

brought to the fore a new determinent of historic develop

ment: no longer heroic will, but historic force. 

o 
•^Sidney Hook, Towards the Understanding of Karl-

Marx: A Revolutionary Interpretation (New York: The John 
D a y  C o m p a n y ,  1 9 3 3 )  ( s e e  A p p e n d i x  D ) .  

^Robert L. Heilbroner, The Future as History: The 
Historic Currents of Our Time and the Direction in Which They 
Are Taking America (New York: Harper and Brothers, I960), 
p^ 28. 
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The real difference, Heilbroner suggests, is that 

. .no longer was it the large-scale individual acts of 

rulers that provided the 'force' of . . . new currents of 

social change, but rather the small-scale actions of 

thousands or even millions of human beings, integrating 

themselves into an anonymous agency of social change." 

Suddenly 

the future appeared to be predictable. . . . For an 
age brought up on Newtonian mechanics . . . , the 
very dissolution of history's momentum into individ
ually insignificant atoms of political belief . . . , 
into an.economic pulverization of action over a 
thousand markets—all of this suggested an analogy 
to the predictable behavior of physical entities.5 

Theories, or at least most theories, of historical determin

ism, then, are attempts to predict—or forecast—the 

decisions and actions of great aggregates of human beings. 

As such, they cannot deny that each individual human being 

has the ability to decide and act freely. The proper 

analog is quantum mechanics, with the added provision that 

each particle within the aggregate has the quality— 

perhaps limited by technological realities—of free will, 

and it is the exercise of this which decides the descrete 

behavior of each individual. 

If Heilbroner is correct, and he seems to be, there 

is no contradiction between Galbraith's emphasis on techno

logical forces and a liberal commitment to the free will of 

^Ibid., pp. 29, 31« 
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the individual human personality. Liberal critics of 

Galbraith might also note another point Heilbroner makes 

about the development of free-market theory and doctrine 

in the same period. "In the eyes of the economist, society 

was composed of innumerable particles of humanity, each one 

of whom was strongly polarized toward profit and away from 

loss, and all of whom were thrown together in the market 

place to fare as best they could." This, of course, is a 

reflection of the true principles, or natural laws, of 

economics, the basis of all free-market thought. "In Adam 

Smith's great conception, an 'invisible hand' directed the 

mass of individuals to their posts—and, beyond this, 

directed the entirety of society toward its economic 

destiny." Such a view, impliedly in an historical, and 

clearly in a symmetrical, sense, is deterministic. This 

determinism was, precisely, the foundation of ". . . the 
£ 

new 'science' of economics . .." which had its inception 

with the classical writers. It follows that liberalism, 

long intertwined with capitalist economic thought, has 

always been grounded in historical determinism. From this 

I b i d . ,  p .  3 2 .  O f  c o u r s e ,  c a p i t a l i s t  d e t e r m i n i s m  
is also really a theory, or an assumption, about the 
probable actions of great aggregates of people. In regard 
to the relationship of Heilbroner's argument about histori
cal determinism to the contemporary American scene, see 
especially, ibid., chap, ii, "The Closing-In of History," 
pp. 59-114. 
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7 "angle of approach," Galbraith is simply a traditional 

liberal. 

The importance of technology as an historical force 

in the determination of social realities is an inherent 

part of The New Industrial State. For the Galbraith of this 

work, "given the decision to have modern industry, much 
g 

of what happens is inevitable and the same." Furthermore, 

the entire argument in The New Industrial State implicitly 

rests on his views about the imperatives of technology. 

Nonetheless, the central significance of technology is not 

depicted as plainly as the treatment here would suggest. 

For instance, as already suggested, the description of 

technological innovation as a "secondary" goal of the tech-

nostructure, while possibly accurate in terms of the 

perceptions of its membership, is misleading. It confuses 

the point that, in the final analysis, technological 

development is what the most pressing conscious goals of 

the technostructure, security, growth, and autonomy, depend 

upon. Without a continuing record of technological 

achievement, the integrity of the organization would 

collapse. At a minimum, its pervasive power over American 

7 'Barker, "Reflections on English Political Theory," 
pp. 9-et passim, cited supra, p. 29 n. 6. 

d 
Galbraith, New Industrial State, p. 396. 
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values and existence would be dissipated. If not, the 

basis of its continued domination would have to be greatly-

transformed. 

It is reasonable to suspect that Galbraith softens 

his commitment to technological determinism in order not 

to offend certain readers. Among these readers, it is those 

who perceive themselves as "liberals" that he is most 

anxious to reach. Their negative sensitivity to the very 

thought of historical determinism is that which he has most 

in mind, despite the fact that they have long been committed 

to a historical determinism of their own. 

A theory of technological determinism is, of course, 

a theory of systemic change. The fact is that such change 

is the substance of all of Galbraith's major works. This 

emphasis conflicts directly with his chapter on "the 

principle of consistency,""^ where he argues that, "as always 

in social matters, we have here a deeply interconnected 

matrix.""^ Social systems, Galbraith contends, are 

g 
7For an insightful treatment of how important the 

core value of technology is to most Americans in regard to 
the policy of the United States in Viet Nam, see [I. F. 
Stone,] "More Than Steel and Chrome Can Bear," I. F. Stone's 
Weekly, February 13, 1967, p. 1. 

"^Galbraith, New Industrial State, chap, xiv, "The 
Principle of Consistency," pp. 159-165, cited supra, p. 362 
n. 20. 

^Ibid., p. 159. 
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symmetrical—reasonable in structure and function. This 

notion, of course, is the conceptual basis of most group 

theory. More generally, it reflects a view closely akin 

to the theories of the structural-functionalists. Essen

tially, predicated on the analogy of biological organisms, 

all elements in the social system are perceived to be in 

structural and functional harmony with all other elements. 

As noted infra, pp. 540-541, it has been shown that 
this concept has a strong relationship to the structural-
functional approach. On this, cf., A. R. Radcliffe-Brown, 
A Natural Science of Society, with a Foreword by Fred Eggan, 
(Glencoe, Illinois: The Free Press, 1957). Other important 
names in the systematic development of this tradition are 
Max Weber, Talcott Parsons, and Gabriel A. Almond. It is 
true that in recent years, some practitioners of structural-
functionalism, Almond, for instance, have introduced the 
historical dimension, or "longitudinal analysis," into their 
work, see Gabrial A. Almond, Address to The 1966 Meeting of 
the Western Political Science Association (Reno, Nevada, 
March 24, 1966-March 26, 1966). To the extent they have, 
however, they are no longer purely structural-functionalists. 
This is because one of the basic conceptual attempts of this 
approach is to neutralize history as a variable in the analy
sis, basically, it is argued, because it does not lend itself 
to control of variables and scientific investigation. 

The connection between structural-functionalism and 
modern group theories of politics, as suggested, is a signif
icant one. It should be noted that group theory cannot 
really deal with the problem of value formation. For this 
reason, it can never be developed into a general-systems 
theory, but is, at best, a secondary theory, and can become, 
at best, a theory equipped to explain secondary phenomena. 
For instance, group theory may be useful for explaining 
Congress, but not for explaining the American system. 

For a discussion that takes cognizance of the problem 
of attempting to deal with the dynamic phenomena of transi
tion through categories which, by definition, are static, see 
Julian H. Steward, "Evolution and Process," in International 
Symposium on Anthropology, New York, 1952, Anthropology Today: 
An Encyclopedic Inventory, ed., with an Introduction by A. L. 
Kroeber, and with a Preface by Paul Fejos (Chicago, Illinois: 
The University of Chicago Press, 1953), pp. 313-32o. 
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The difficulty for Galbraith is that structural-

functionalism cannot really deal with systemic change 

unless its proponents violate their own conceptual framework 

and introduce the idea of time, or history, or what they 

like to refer to as "longitudinal analysis." Dealing with 

change also requires the introduction of the concept of 

dysfunction—but when this exists, the system is no longer 

symmetrical. It is possible that the system appears 

symmetrical until it changes and, having changed, then 

appears symmetrical again. But Galbraith does not argue 

this. As it stands, his argument for symmetry plainly 

negates the importance he places on the motivation of 

adaptation. Far more importantly, it injects an hypothesis 

of stability or nonchange into a body of theory in which 

the statement, description, and explanation of economic, 

social, and political change is precisely what is being 

attempted. It would have been better if Galbraith had left 

this chapter out, or at least tried to reconcile it with 

his major concern. 

V "Capitalism" 

As noted by Robert McCloskey, "... whatever his 

intention may have been, Locke's expression of it was 

ambiguous; and the practical effect of his thought was 

undoubtedly to justify not only the Glorious Revolution but 
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12 Western capitalism." What this underlines is the tradi

tional interconnection between liberalism and capitalist 

economic thinking. Indeed, it could be argued that capi

talism and constitutionalism comprise the central conceptions 

of liberal doctrine. That Galbraith is committed to both 

is plain. Between the two, his loyalty to capitalism is 

much more overt than his constitutional commitments. 

Yet the "capitalism" Galbraith advances is a far 

cry from that of John Locke or even later liberal writers. 

It is a "capitalism" which merely insists on the maximization 

of "private" decision in a corporate economic order and, by 

implication, the continuation of private ownership and 

control of the instruments of production regardless of their 

increasingly corporate form. Indeed, in view of Galbraith's 

more recent arguments about the unreality of the distinction 

between "private" and "public" in the modern political 

economy, there is serious question as to whether "capitalism" 

really exists for him any longer in any form. If not, he 

has broken with a major commitment of traditional American 

liberalism. 

In any event, Galbraith has never had much of a 

love affair with classical economic man. What must be 

12 Robert Green McCloskey, American Conservatism 
in the Age of Enterprise, 1865-1910? A Study of William 
Graham Sumner, Stephen J. Field, and Andrew Carnegie, Harper 
Torchbooks; The Academy Library (New York; Evanston; and 
London: Harper and Row, Publishers, 1964)> p« 6. 
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understood, he argues, that "until comparatively recent 

times the preferred model of a nonsocialist society was one 

of marked uncertainty." It was characteristically normative 

as well as descriptive. "The uncertainty of this model 

. . . was not only intrinsic but a virtue. It was what 

13 punished sloth and kept producers on their toes." ^ The 

fear of poverty, as the counterpart of the lure of wealth, 

was an essential motivational force in the free-market 

conception of things despite, it may be added, the argument 

that profit seeking was natural to the human personality."^ 

Such a system was relatively unproductive. "The 

wretched prospects of the slums are the counterpart of the 

13 
^Galbraith, "Economics and Art," pp. 49, 50. 

^In another context, Galbraith comments on the 
possibility of ". . .a nostalgia so profound as to have 
acquired the character of a religious drive." Galbraith, 
"Nature of Social Nostalgia," p. 124 n. 1. The importance 
of the conceptions of classical capitalism in America 
provides the opportunity for one of his rare excursions 
into the subject of religious motivation as a factor in 
economic, social, and political systems. He notes that 
". . .in the case of Calvinism, it provides a moral sanc
tion and reinforcement for economic achievement." 
Galbraith, "Economics and Art," p. 50 n. 9* For Galbraith, 
Calvinism, and the moral sanction it establishes, is an 
inherent part of the ideology of free-market economics. 
That Galbraith is concerned with moral considerations is 
clear. An undisguised moral basis plainly typifies his 
work. It is inescapable that religion has an extremely 
important connection to this, and to his view of social 
reality as well. But, as indicated, Galbraith deals very 
little about the role of religion throughout the range of 
his work. 
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15 individualism of the buggy-maker." Economic "individu

alism," however, had a greater price, even for, and perhaps 

especially for, the successful. "This is almost exactly 

to say that the system was designed to make pecuniary 

motivation as nearly as pre-emptive as possible." For one 

thing, "it was meant to be artistically barren. . . ." 

More generally, it was barren of almost anything except the 

constant pursuit of economic profit, "... for it rewarded 

a full-time concern with making money and it drove its 
1 zl 

participants with the omnipresent possibility of failure." 

In the value scheme of most modern liberals, "small business 

. . .  i s  r e g a r d e d  w i t h  d e e p  a f f e c t i o n .  . . .  I t  i s  t h e  

17 object of social nostalgia." Such liberal nostalgia for 

the narrow, unfulfilled, financially preoccupied human 

being produced by classical capitalism is one which Galbraith 

finds impossible to share. 

This view of the destructive effects of financial 

p r e - o c c u p a t i o n  u n d e r l i e s  G a l b r a i t h 1 s  h o p e  t h a t  " .  .  . w e  

may, over time, come to see the industrial system in fitting 

"^Galbraith, New Industrial State, p. 361. 
•l Z! 

Galbraith, "Economics and Art," p. 50. For a 
classically graphic depiction of the debilitating effects 
of free-market capitalism on the human personality, see the 
coach scene in Bellamy, Looking Backward, pp. 3-6. 

"^Galbraith, "Nature of Social Nostalgia," p. 130. 
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light as an essentially technical arrangement for providing 
lg 

convenient goods and services in adequate volume." With, 

for example, Marx, Bellamy, and the technocrats, among 

others, Galbraith would neutralize the power which attaches 

to material possession by creating a social order where 

this possession is assumed. This, the mature corporation 

has made possible. It has established the potential basis 

of a system wherein the true potentialities of individual 

human beings can bsgin to be fulfilled. It is only in such 

an order of assumed economic abundance that, as Sidney Hook 

so well puts it, "man ceases to suffer as an animal and 

suffers as a human. He therefore moves from the plane of 

the pitiful to the plane of the tragic.""^ This element 

in the "new liberalism" of Galbraith, it should be noted, 

is more in the tradition of Marxism than that of standard 

liberalism, with its stress on business values, scarcity, 

and the "economic man" of classical capitalism. 

The End of Ideology 

Much of Galbraith's work lends weight to the 

insistence of many contemporary American liberals that, in 

the United States, in any event, the "end of ideology" has 

l $ 
Galbraith, New Industrial State, p. 399* 

19 'Hook, Towards the Understanding of Karl Marx, p. 
101. 
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20 arrived. The dominant conception in this view is one of 

a national consensus about basic liberal values and assump

tions. Even though Galbraith may have reservations about 

how truly "liberal" this consensus is, in significant ways, 

at least in regard to his theories, he belongs to this 

school of thought. This becomes clear when certain elements 

in his depiction of the new industrial state are considered 

in this light. 

For the Marxist, Galbraith points out, 

the revolution was to be catalyzed by the capitalist 
crises—the apocalyptic depression which would bring 
an already attenuated structure down in ruins. But 
the industrial system has, as an integral requirement, 
an arrangement for regulating aggregate demand which, 
while permitting it to plan, gives promise of 
preventing or mitigating depression. . . . [Along 
the same lines,] the trade union, militantly expres
sing the power of the worker, was to be the cutting 
edge of the revolution. But the industrial system 
mellows and even absorbs the union. Most important, 
perhaps, of all, the revolution has occurred in some 
countries. And there the lineaments of industriali
zation—planning, large producing organizations, the 
resulting discipline, the measures of success by 
economic growth—no longer seem as different as 
they did in the fears and hopes of a half century 
ago.21 

Galbraith agrees, at least descriptively, with the 

central position of those liberals in the end-of-ideology 

school. "Everything on which the revolution seemed to 

depend, and even the revolution itself, has disintegrated." 

20 The relationship between American liberalism and 
the end-of - i d e o l o g y  s c h o o l  i s  o f  i m p o r t a n c e  ( s e e  A p p e n d i x  E ) .  

^Galbraith, New Industrial State, p. 290. 
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In the United States, "to a remarkable extent . . . , the 

industrial system embraces and absorbs . . . class interests. 

. . . The goals of the industrial system, in this process, 

become the goals of all who are associated with it and thus, 

22 by slight extension, the goals of the society itself." 

To this extent, Galbraith agrees with the outlook of 

liberals who argue that an ideological consensus character

izes the American system. 

The imperatives of technology render the fundamental 

realities of a socialist system identical to those of a 

capitalist order. This position, of course, is an instance 

of Galbraith's technological determinism. It furthers the 

"end-of-ideology" argument. But, it is worth noting that 

Galbraith rejects the efficacy of a socialist revolution in 

post-industrial systems, and the insistence of its advocates 

that, within such systems, vital ideological splits do 

e x i s t ,  o n  t h e  b a s i s  o f  w h a t  i s ,  f u n d a m e n t a l l y ,  a n d  i n  e f f e c t ,  

a sound Marxist commitment to technological determinism. 

Most liberals adhering to the end-of-ideology 

position favor what they perceive. Galbraith does not. 

But that he finds the content of the ideological agreement 

in America senseless, distasteful, and dangerous is not 

the, point here. His opposition to the values of endless 

material production, to "insatiable" material wants, with 

22Ibid., pp. 290, 323. 
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23 its corrolary insistence that more and bigger is better, J  

and to perennial war preparations, is clear. So, however, 

is his view that agreement about these values is the central 

and organic reality of the new industrial state. In 

theory, if not, despite many assertions to the contrary, 

in doctrine, Galbraith assumes an end-of-ideology position. 

"Affluence" 

All of which, of course, leads to the concept of 

"affluence" itself. Robert M. Hutchins once introduced 

2i 
Michael Harrington as "the man who invented poverty." If 

so, then Galbraith is "the man who invented affluence." His 

stress on this concept is enormously useful to those liberals 

who contend that the "end-of-ideology" characterizes contempo

rary America. As affluence, and the awareness of it, advances, 

the ideological conflicts between classes and groups that 

have torn societies apart, will recede into history. Harmony 

will increasingly typify the relationships within the system. 

The role of affluence in producing this condition 

may not be as central, in Galbraith's thinking, as the imper

atives of technology themselves. Nonetheless, it is 

significant. "The revolution, as delineated by Marx, assumed 

the progressive immiserization of the working class. Instead 

23 ^As someone has noted, in America, "bigger" and 
"better" are redundant. 

^Robert Hutchins, Remarks in Seminar, The Center 
for the Study of Democratic Institutions, Santa Barbara, 
California, February, 1966. 
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of the expected impoverishment there has been increasing 

2 5 affluence." J  It is conceivable that in the perceptions of 

the American people and, consequently, in the immediate 

political sense, affluence is the most crucial factor of all. 

Because he has successfully popularized the notion 

of."affluence," Galbraith has been the object of much criti

cism, direct and implied, especially from the American Left. 

The major point of this criticism is that America has far 

too much poverty to be accurately termed "affluent." Lowi, 

in a related point dealing with the idea of countervailing 

power, argues that "pure pluralist competition . . . might 

produce political equilibrium, but the experience of recent 

years shows that it occurs at something far below an accept

able level of legitimacy and at a price too large to pay— 

exclusion of Negroes from most of the benefits of society" 

and, it might be added, many others as well. The implica

tion, of course, is that large-scale poverty does exist in 

the United States. For Lowi, the encouragement of counter

vailing power "... hardly warrants government support if 

its consequences . .. do not produce the felicitous results 

claimed for them." If, that is, such policies do not 

really bring about the affluence that Galbraith claims typi

fies America, but which, for Lowi, clearly does not. 

^Galbraith, New Industrial State, p. 290. 
pZ 

Lowi, End of Liberalism, pp. 295 > 296. 
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Along similar lines, Gabriel Kolko shows that between 

1910 and 1959 > while the incomes of those in the top ten per 

cent of the American population show a slight relative decrease, 

and the incomes of those between the top twenty per cent and 

the top seventy per cent have enjoyed a slight relative 

increase, those in the bottom thirty per cent have suffered a 

relative decrease and, most importantly, the decrease felt by 

27 the bottom twenty per cent is a significant one. '  Galbraith 

would generally agree with these findings. He affirms, it has 

been shown previously, that, in accord with the compromise on 

income equality, the distribution of wealth in the United 

States has remained fairly static throughout the twentieth 

century, and that despite the perhaps overrated increase in 

families with more than one income, a fact Galbraith ignores, 

the broad affluence of America is a result of an enormous 

increase in gross national product, and not of income redis

tribution. 

^Gabriel Kolko, Wealth and Power in America: An 
Analysis of Social Class and Income Distribution (New York; 
Washington; and London: Frederick A. Praeger, Publishers, 
1963), p. 14. 

Persuant to this, the following is of interest. 

In contrast to the white community, where the spread of 
income has in recent years remained unchanged or has 
narrowed slightly, economic differences among blacks have 
increased. In 19o5» for instance, the wealthiest 5 per 
c e n t  o f  w h i t e  a n d  n o n - w h i t e  f a m i l i e s  e a c h  r e c e i v e d  1 5 . 5  
per cent of the total income in their respective commu
nities. In 1967, however, the percentage of white income 
received by the top 5 per cent of white families had 
dropped to 14•9 per cent while among non-whites the share 
of income of the top 5 per cent of the families had risen 
to 17•5 per cent. This trend probably reflects the new 
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But, if Kolko is correct, the situation is worse 

than static: those who have had the least now receive rela

tively less. In its overall dimensions, the problem is 

well stated by Christopher Lasch. 

The drying-up of entrepreneurial capitalism and the 
emergence of a corporate elite perpetuating itself 
through the accumulation of educational advantages 
meant that in postindustrial society the remaining 
poor—black people, Puerto Ricans, Mexican Americans, 
migrants from Appalachia—would find themselves locked 
into poverty, left behind in decaying cities from which 
earlier proletarians, together with the industries that 
employed them, had fled.2$ 

Poverty, in view of structural unemployment, is a persistent 

American fact. Until recently, it was well hidden. While 

not singling out Galbraith, Kolko suggests that "poverty is 

an afterthought not because it has disappeared, but because 
2Q 

social scientists believe it has." And, among those who 

have perpetuated this view, Galbraith is a towering figure. 

The difficulty of realistically applying the concept 

of affluence to America extends beyond a consideration of 

those who are poor. It has been noted by Peter Schrag that 

"John Kenneth Galbraith begins the foreword to The Affluent 

Society with the phrase, 'Since I sailed for Switzerland in 

the early summer of 1955 to begin work on this book. . . 

opportunities which are available to black professionals 
in industry, government, and academia, but have not 
touched the condition of the lower-middle-class Negroes. 
(Bayard Rustin, "The Failure of Black Separatism," 
Harper's Magazine, January, 1970, p. 27) 

2$ Lasch, Agony of the American Left,  p p .  3 - 4 »  

29 7Kolko, Wealth and Power in America, p. 130. 
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This, Schrag implies, is nice, for Galbraith. His ability 

to travel might be what leads him to think that most Ameri

cans are affluent. That the poor are not about to take 

such a trip is clear. 

But between slums and suburbs, between Scarsdale and 
Harlem, between Wellesly and Roxbury, between Shaker 
Heights and Hough, there are some eighty million 
p e o p l e  ( d e p e n d i n g  o n  h o w  y o u  c o u n t  t h e m )  w h o  d i d n ' t  
sail for Switzerland in the summer of 1955, or at 
any other time, and who never expect to.30 

The point is clear. While those living in poverty constitute 

a minority, a possible majority of Americans are not afflu

ent, even by suburban standards. At least enough are not to 

introduce fundamental questions about the accuracy of apply

ing the term "affluent" to the American system. It is this 

more general problem that Kolko has in mind when he is cited 

as asserting that "... Galbraith 'does not fulfill the 

minimum function of social analysis, which is to describe 

31 society as it is. ' "  

^ Peter Schrag, "The Forgotten American," Harper's 
Magazine, August, 1969> p. 27. About the "backlash," Schrag 
notes that the member of the lower-middle class, "... for 
a decade . .. is the one who has been asked to carry the 
burden of social reform, to integrate his schools and his 
neighborhood, has been asked by comfortable people to pay the 
social debts due to the poor and the black." Ibid., p. 30. 
It could be added that it is, in particular, the upper class, 
as well as the upper-middle and middle classes that have 
reaped most of the benefits of the exploitation of these 
groups. Along these lines, also see Richard J. Krickus, "Why 
the Blue-Collar 'Ethnic' Fights Equality," This World: San 
Francisco Examiner and Chronicle, August 31, 19&9» pp« 17-18. 

•^Young, Politics of Affluence, p. 70. This is 
cited by Young as from Kolko, Wealth and Power in America, 
p. 12$. A diligent search of this volume failed to 
uncover the quoted language. It should be noted, however, 
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There are essentially two reasons why Galbraith is 

attacked for his depiction of America as "the affluent 

society." The first is plain. Galbraith, his critics 

32 claim, simply states the facts wrongly. The second 

reason is more subtle and, despite the immediate and pressing 

consequences of the first, of greater significance in its 

long-range implications. This involves the fact that 

certain critics, particularly those on the Left, perceive 

the concept of de facto affluence as suggesting that ideo

logical differences have really come to an end in the United 

S t a t e s .  O n e  r e s u l t ,  K o l k o  i m p l i e s ,  i s  t h a t  " .  .  . n o  

socially significant movement in American society today 

seeks to end poverty by attacking the basic, essential 

inequality upon which the economy rests, much less has a 

33 
broad vision of a new society." Fundamental conflicts 

in the United States are not perceived. They are hidden 

behind the conceptual facade of affluence. And the leading 

figure in the perpetuation of this facade is John Kenneth 

Galbraith. He is simply another "liberal" justifying what 

is essentially a corrupt system. 

that Young lists the edition printed in 1962, and the volume 
used here was printed in 196S. In any event, the style, 
tone, and content all seem consistent with the rest of 
Kolko's work. 

^ 2 C f . ,  S t e p h a n  T h e r n s t r o m ,  " T h e  M y t h  o f  A m e r i c a n  
Affluence," Commentary, October, 1969 > pp. 74-7$» 

-^Kolko, Wealth and Power in America, p. xi. In 
this regard, also see Fitch, "A Galbraith Reappraisal." 
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To an important extent, both prongs of this attack 

are unfair and misdirected. It has been pointed out earlier 

that Galbraith does not focus much of his analysis on the 

problem of poverty in industrial nations. This does not 

mean, however, that he denies its existence. Commenting on 

the policy of increasing the gross national product, 

Galbraith notes that 

. . . the goal of an expanding economy has also 
become deeply imbedded in the conventional wisdom 
of the American left [i.e., liberal]. The benefi
cent effects of such an economy, moreover, are held 
to be comprehensive. Not only will there be material 
improvement for the average man, but there will be 
an end to poverty and privation for all. 

Importantly, however, "this latter, in fact, is suspect." 

It is evident that 

increasing aggregate output leaves a self-perpetu
ating margin of poverty at the very base of the 
income pyramid. This goes largely unnoticed, because 
it is the fate of a voiceless minority. And liberals 
have long been accustomed to expect the poor to speak 
in the resounding tones of a vast majority.34 

The implication, of course, is that the poor must organize. 

They must develop countervailing power. It is notable that 

since these remarks were published in 195$» the voice of 

those who exist in poverty has become increasingly plain. 

The conditions of their existence have become much better 

and more generally known. They are, in fact, developing 

•^Galbraith, Affluent Society, p. 97 • 
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political organization—with whatever difficulties, and 

however slowly. 

It is true that in The Affluent Society, Galbraith 

remarks that poverty "... can no longer be presented as 

a universal or massive affliction. It is [now] more nearly 

3 5 an afterthought." This is said in the context of a 

discussion about the concerns of economists when they turn 

their professional attentions to the United States. 

Nonetheless, he has been attacked for comments of this kind. 

They are taken, usually blatantly out of context, to repre

sent his normative position regarding the conditions of 

37 the poor. As noted, what Galbraith is really suggesting 

is that because of its new minority statis, poverty in 

the American system is going to be difficult to deal with. 

Far more suggestive of Galbraith's real position on 

poverty is the fact that a ". . . work on 'Why People Are 

Poor"' was the original intention behind what finally 

became The Affluent Society. "The question the book was to 

answer: In a rich society, why are so many people poor? 

'But the chapters answering this question got moved 

35Ibid., p. 323. 

•^See i b i d . ,  c h a p ,  x x i i i ,  " T h e  N e w  P o s i t i o n  o f  
Poverty," pp. 322-333. 

37 J  'A better than average instance of such out-of-
context criticism is found in Thernstrom, "Myth of American 
A f f l u e n c e " ( s e e  A p p e n d i x  F ) .  
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farther and farther toward the back as I wrote the book. 

Eventually I decided to call it "The Affluent Society."' 

The point is important. It reveals that Galbraith's 

depiction of an "affluent" America does not mean that there 

are no poor in the United States. Nor, as even a semi-care

ful reading of The Affluent Society will demonstrate, does 

Galbraith imply that everyone who is not poor is well to 

do. 

What it does indicate is his view that a certain 

degree of affluence, relative to historical reality, is 

reaching more and more people in the system. More impor

tantly, it represents his forecast that one projected effect 

of the tendencies of the American economy will be a generally 

increasing affluence. But to assume from this that Galbraith 

claims there are no poor in America, or that those in the 

middle-income brackets do not face constant financial 

pressures, is an absurd distortion of his position. His 

notion of "affluence" has less to do with the present 

condition of most people in America, than with the inherent 

thrust of its productive forces. Where that prodi^ction 

goes constitutes a central problem of public policy. 

Affluence and Ideology 

The implication that Galbraith's argument suggests 

that ideological struggle has come to an end in America has 

^Navasky, "Galbraith on Galbraith," p. 3. 
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more substance. This may, in fact, explain a gaping hole 

in his argument—his unexplained failure to discuss the 

American economy in its relationships to the larger world. 

Thus, commenting on Galbraith's views about economic 

development in nonindustrial nations, Horowitz notes that 

"there is a strange set of omissions in his discussion on 

the nature of exploitation." It is totally domestic. The 

economic, as well as the social and political, relations 

between nation-states are left out. "These omissions 

permit Galbraith to speak of development without ever once 

39 mentioning colonialism, foreign or internal." 7̂ 

With one very minor exception,^ the entire question 

of colonialism and imperialism is ignored. Galbraith does 

not even bother to deny its existence—or its importance. 

He never deals, for instance, with the possibility that 

the relative affluence which currently prevails in the 

United States may be the result of America's imperial 

position in the world. His analysis, as was Marx's, is 

curiously nation-bound—although, given the intellectual 

climate and realities of his time, Marx's limitation in 

this regard is far more understandable than Galbraith's. 

In an age when many have convincingly argued that the 

39 ^Horowitz, Three Worlds of Development, p. 402. 

^Galbraith, Triumph, especially pp. 42-45 cited 
supra, p. 261 n. 27. 
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fundamental ideological split of the twentieth century-

revolves around the world-wide division between the "haves" 

and the "have nots," what Mills has termed the "hungry-

nation bloc,"^" the fact that Galbraith nearly overlooks 

the question of colonialism and imperialism entirely, is 

not only a glaring omission, it also strongly infers a 

position that denies the efficacy of ideology. 

But the suspicion that Galbraith is a standard 

"liberal apologist" for the United States, at least in the 

international context, is, however, more than mitigated by 

his recent expressions about American foreign policy and 

the military establishment. These views do suggest ideo

logical differences relevant to the international realm. 

And at home, Galbraith's commitment to a countervailing 

ideology arrayed against the ideas which currently dominate 

the system is plain enough. The elimination of scarcity 

remains the vital fact. ". . . As we escape from the 

obsolete and contrived preoccupations associated with the 

assumption of poverty, we shall be able to see for the first 

time the new tasks and new opportunities that are before 

C. Wright Mills, Listen Yankee; The Revolution 
in Cuba (New York: Ballantine Books, 1961), pp. 7-et 
passim. 

^Galbraith, Affluent Society, p. 3. 
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In this regard, even Horowitz points out that 

the courageous aspects of Galbraith's argument cannot 
be denied or ignored. He has shown categorically 
and clearly that as the world marches forward, 
economic concerns recede in importance—if not for 
the professional economist with a vested interest 
in the rhetoric of his discipline, then at least 
for the mass of humanity.43 

The problem, Galbraith argues, is that "in the past liberals 

have been economic liberals; reform has meant economic 

reform." Such an approach is no longer relevant in the new 

industrial state. "... There are tasks here, once more, 

worthy of a reformer's mettle.But if a liberal polit

ical movement, rooted in the countervailing power of the 

educational and scientific estate is to accomplish these 

tasks, a new conception of reform must be formulated. This 

will provide the basis of a new ideology, an essential need 

of modern American liberals in their struggle with the 

/. 5 ideological dominance of the major corporations. ^ 

^Horowitz, Three Worlds of Development, p. l+OS. 

^Galbraith, New Industrial State, pp. 3$6, 3&7• 

^But see the comment by Senator Eugene J. McCarthy 
that "'the trouble with American liberals ... is that 
they're like the Labor Party in the U. K. They've never 
been able to unite on anything except economic issues. 
That's why American liberalism has failed. . . . True 
liberalism has never really been tried in this country.'" 
Peter Newman, "Canadian Editor's View of U. S. Politics: 
The New Struggle For Power," San Francisco Chronicle, 
December 20, 1969 > p. 6. 

It is also instructive to note Lasch's treatment 
of Populism, where he stresses the vital necessity of 
ideology, the difficulties the Populist movement had in 
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Style, Approach, and the American Left 

The "left-wing" critique of Galbraith's liberalism 

is, perhaps, better understood in the context of a state

ment of one of the leading academic critics of American 

liberalism, and particularly, as he would phrase it, of 

"anti-Communist liberals."^ For Lasch, 

the liberal strategy of maintaining economic growth 
through arms spending, of containing revolution 
through a series of limited police actions, and of 
buying off domestic discontent by building super
highways and cars by means of which the newly 
prosperous ethnic constituencies, still the back
bone of the liberal-welfare coalition, could escape 
to the consumer paradise of the suburbs—this 
strategy fell apart against the unexpected obstacles 
of Vietnam, ghetto riots, and student rebellion. 

Galbraith would not agree with Lasch when he argues, despite 

". . . the vagueness and imprecision of the term 'socialism,"' 

that "radicalism—socialism—is the only long-term hope; 

. . ."^7 bu-£ Galbraith, especially the Galbraith who was 

recently National Chairman of the Americans for Democratic 

Action, the Galbraith of The New Industrial State and How 

to Control the Military, would agree with everything else— 

and more. 

developing one, and where he argues that this failure led 
to its dissolution as a political movement in the United 
States. Lasch, Agony of the American Left, chap, i, "The 
Decline of Populism," pp. 3-31. 

i £ 
For the general connotation of this term, see 

Lasch, New Radicalism in America, pp. 2&0-et passim (see 
Appendix G). 

^Lasch, Agony of the American Left, pp. 206, 210. 
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It is likely that the attack from the Left on 

Galbraith's liberalism has less to do with content than with 

his style of presentation. On this subject, Galbraith 

has noted that "'it is very important to develop your basic 

system of defense. Many people have a good case but affirm 

it by overstating it. My device is to put my case in the 

most moderate form and then draw the attention of the reader 
i g 

to my extreme moderation.'" This can, of course, lead— 

as seems the frequent case—to his being misunderstood. 

In politics, to be comprehended, it is possible that one 

must deplore loudly. And this, Galbraith does not do. His 

style is highly "reasonable"; its context, acceptably 

"American." He builds a book slowly, idea upon previous 

ideas, in a series of what are really concentric circles. 

The same is true within sections, and even within paragraphs. 

His argument, by definition, is indirect, and far from loud. 

It is only near the end of a work that Galbraith's doctrinal 

position begins to clearly emerge. And when it does, it is 

understated. In Galbraith's books, where his major ideas 

are found, and, in a similar sense but to a lesser degree, 

in his other writings, the overall style, or structure, of 

the work does not lend itself to polemical enthusiasms. 

But, to mistake this for a lack of concern, for a failure 

of commitment, for an inability to see straight, constitutes 

^Navasky, "Galbraith on Galbraith," p. 3. 
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a serious error of evaluation. To bring about change, 

". . . there will be need to persuade."^ Galbraith's 

careful attempts to do so should not simply be dismissed 

as "selling out." 

Until heavy American military involvement in Viet 

Nam, Galbraith has generally supported the official foreign 

policy of the United States. For this reason, and because 

of his general arguments about the etiology of international 

50 tensions since World War II, the appelation "anti-Communist 

liberal," or "Cold-War liberal," is applicable. But in no 

sense can Galbraith be accused of being a "corporate 

liberal." The organizational—consumption oriented— 
51 military dominated —disproportionately damaging, inflation-

ridden ethos, which is the essential foundation of the 

^Galbraith, New Industrial State, p. 3$7* 

5°a very different position is convincingly presented 
in Stone, Hidden History of the Korean War; D. F. Fleming, 
The Cold War and Its Origins, 1917-1960 (2 vols; Garden City, 
New York: Doubleday and Company, Inc., 1961); Huberman and 
Sweezy, Cuba; Anatomy of a Revolution; Fred Warner Neal, 
War, Peace, and Germany (New York: W7 W. Norton and Company, 
Inc., 1962); Franz Fanon, The Wretched of the Earth, trans, 
by Constance Farrington, with a Preface by Jean-Paul Sartre 
(New York: Grove Press, Inc., 196$); I. F. Stone, "Who are 
the Democrats?," The New York Review of Books, August 22, 
1963, pp. 5-10; "Nixon and the Arms Race: How Much is 
Sufficiency?," ibid., March 27, 1969, pp. 6-1&; "The War 
Machine Under Nixon," ibid., June 5, 1969, pp« 5-12; and 
Houghton (ed.), Struggle Against History. 

These, of course, are only a few among others. 

-^For a concise analysis of the enormous proportion 
of arms spending in the federal budget since 1929, see 
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52 industrial systenr is, precisely, the central target of 

his attack. It is true, as Rexford G. Tugwell points out, 

that Galbraith comes to an awareness of the central impor-

53 tance of the corporation late. This must be attributed 

to his professional training, his concern with the "market," 

his hopes for "capitalism." When, however, he finally 

faces the fact of corporate America, he does so convincingly 

and importantly. This is partially testified to by his 

impressive ability to coin terms—"countervailing power," 

"affluent society," and "conventional wisdom" are already 

part of the language of social inquiry—others, such as 

"depression psychosis," "social nostalgia," "new industrial 

Morris K. Udall, "Where's the Welfare State?," The New 
Republic, October 1, 1962, pp. 13-14* 

52 ^ Cf., Richard J. Barber, "Mergers and Monopolies," 
The New Republic, June 13, 1964* p. 9> "Big, Bigger, 
Biggest; American Business Goes Global," The New Republic, 
April 30, 1966, pp. 14-13; "The New Partnership; Big Govern
ment and Big Business," The New Republic, August 13, 1966, 
pp. 17-22; and Harry Magdoff, Age of Imperialism: The 
Economics of U. S. Foreign Policy (New York: Monthly Review 
Press, 1969). 

^Rexford G. Tugwell, "Galbraith Discovers the 
Corporation," review of The New Industrial State, by John 
Kenneth Galbraith, in The Center Magazine, October-November, 
1967> pp. 44-47. Tugwell begins with the comment that "it 
has been suggested that the Canadian-born Professor 
Galbraith has lingered too long in New England and that his 
recognition of big business is somewhat reminiscent of the 
famous announcement of Miss Fuller that she had decided to 
accept the Universe." Ibid., p. 44« However, Tugwell goes 
on to add that "the comparison is not only unkind but no 
more than faintly fitting." Idem. 
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state," "industrial system," "mature corporation," "techno-

structure," "imperatives of technology," "revised sequence," 

and "educational and scientific estate," sooner or later 

may become so. But Galbraith's influence is not only the 

result of the fact that he is eminently readable. It is 

also a result of the evidence and, perhaps most importantly, 

the systematic thought and argument, he brings to bear on 

the problem. 

This alone sets Galbraith's work off in important 

ways from the central currents of American liberalism. In 

terms of a gross generalization—subject, of course, to 

significant exceptions—major American political writers 

have tended towards system building, compared to European 

writers who have had much more of a penchant to dissect or 

analyze the system. This has been largely based on an 

a priori, deductive methodology, as opposed to an a poster

iori, inductive methodology, although it should be noted 

that what appears to be "inductive" is based on what is 

really "deductive" in the final analysis. Perhaps the causal 

factors behind this difference go back to American Puritan 

political thinking, and the American Puritan concern with 

the establishment of community. Whatever the reasons, Euro

peans have leaned in the direction of theory while Americans 

have been more disposed to doctrinal formulations. In the 

twentieth century, Woodrow Wilson, especially as his 
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position is expressed in The New Freedom, can be viewed as 

an archetype for American liberals. 

For Galbraith, as shown, theory and doctrine are 

both important considerations. Clearly, "... Galbraith 

has provided a description and analysis of a major transi

tion period in American society, with some projection for 

5L the fixture." But between the two, as also indicated, his 

emphasis on theory is predominant. In this, Galbraith's 

work follows the tradition of an intellectual conventional 

wisdom basically established by another American writer who, 

while certainly concerned with doctrine, also made his 

major contributions in the theoretical realm. As Berle, 

Means, and Burnham, and the concept of the "managerial 

revolution," owe a great deal to one phase of Veblen's 

intellectual development, Galbraith, and the concept of 

55 the "technostructure," owe much to another. 

^Charles 0. Jones, "Policy-Making in The New 
Industrial State," review of The New Industrial State, by 
John Kenneth Galbraith, in Polity, I, No. 1 (1968), 125. 

55 ŷThe notion of de facto domination of business 
organization by managers instead of owners can be found in 
Veblen, Theory of Business Enterprise. A formulation of 
the idea that business organizations are actually not 
run even by managers, but are really controlled by experts, 
is inherent in Thorstein Veblen, The Engineers and the 
Price System (New York: The Viking Press, Inc., 1933)* 
These are a ". . . series of papers . . . reprinted from 
the Dial, where they appeared from time to time during 1919. 
• • •" Ibid., "Publisher's Note." 
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The Dilemmas of Technology 

It is this theoretical, or analytic, involvement 

which leads Galbraith, not only to his view of the current 

situation, but also to his projections about the probable 

direction of the American system. From it emerges the idea 

of the educational and scientific estate. Also from it 

emerges Galbraith's awareness of the reality in Andrew 

Hacker's statement that "it may well be that two Americas 

are emerging, one a society protected by the corporate 

umbrella and the other a society whose members have failed 

to affiliate themselves with the dominant institutions." 

He grasps the revolutionary implications of this statement, 

and understands that, in a society where the cash nexus, 

material production, and material consumption, are the 

foundation of its core values, "this revolution—with or 

without violence, whether from the left or from the right 

—will only be averted if the corporation can make room for 

those who demand entry." Galbraith would agree with 

Hacker, especially in light of ". . . accelerated automa

tion . . . ," that unemployed members of "minorities" will 

be joined by unemployed jobless members of the "majority," 

and that the outlook for America is dismal if the problem 

is not resolved. Like Hacker, he realizes that "the discard 

heap the machine itself created may arise to devour its 

progenitor." The battle could be one which will actually 
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tear America apart, leaving it prostrate for many years, or 

even centuries, much as the Hundred Years War once left 

the great power centers of Europe. "For then will power 

meet power, the power of a mass movement confronting the 

56 power of the machine."-^ 

For the school well represented by Lasch, 

if America is to become a democracy, the only 
question is whether the power of these corporations 
can be destroyed piecemeal—for example, by 
creating autonomous enclaves of socialism in the 
ghettos and elsewhere—or whether it will be 
destroyed only through some ultimate confrontation 
in the future.57 

In Galbraith's conception, the answer is to leave the 

industrial system intact, but to develop centers of power 

that will countervail against its tyrannical domination. 

The answer to the rule of the technostructure is the rule 

of a plurality of technostructures, pursuing a range of 

goals which are not only various, but conflicting. 

If, in taking this view, Galbraith is at odds with 

the classical democrat, he comes close, his implicit elitism 

5$ aside, to the view of the polyarchical democrat. At the 

very least, it makes him an important kind of modern liberal, 

joining those rarities in the liberal tradition willing to 

56 Hacker, "Introduction: Corporate America," pp. 
13, U. 

57 ^'Lasch, Agony of American Left, p. 209-

ost of whom are not democrats, but liberals and, 
therefore, elitists themselves. 



confront the reality of power. The concern of John Adams 

that "... every man in power becomes a ravenous beast of 

59 prey," implicitly, although stylistically softened, 

permeates much of Galbraith. So does Madison's argument, 

found in summary form in "Federalist," No. 10, that tyranny 

of faction is the natural tendency of men with power. The 

same idea, of course, underlies much of modern group 

"theory"—a view which is less a theory than it is wishful 

thinking, or doctrine, essentially formulated in contempor

ary thought by certain liberals, most claiming to be 

"democrats," and many of whom are professional political 

scientists. Unlike them, however, and more in accord with 

older liberals, such as Adams and Madison, it is plain that 

Galbraith is willing to acknowledge the economic basis of 

political power and, because of this, is lead to the view 

that the configurations of political power in the United 

States are so disproportionate as to render absurd the 

argument that a plural equilibrium of power exists. 

If, because of the vital position of the educational 

and scientific estate in the instruments of production, 

^^John Adams, "Thoughts on Government," in The Polit
ical Writings of John Adams: Representative Selections, ed., 
with an Introduction by George A. Peek, Jr., The American 
Heritage Series, No. 8, ed. by Oskar Piest (New York: The 
Liberal Arts Press, 1954)> P« (see Appendix H). 

^^Madison, "Federalist," No. 10 (see Appendix I). 
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power is actually pluralized into a system of competing 

technostructures it might have some effect in dissipating 

the movement toward crypto-fascism, and the general Orwel-
1 

lian tendencies of the American system. It may also 

counteract what may be an even greater possibility: the 

tyranny of comfort, the Brave New World of Aldous Huxley. 

Beyond this, it could mitigate that which is inherent in the 

very concept of the technostructure—a world of total psycho-

analytic alienation best depicted by Franz Kafka, ^ where 

See Orwell, Nineteen-Eighty-Four. The term "fascism," 
it might be noted, is frequently used by the Left to describe 
what is really state capitalism. More generally, it is often 
employed to depict any form of corporate or bureaucratic 
tyranny. This, in fact, is an increasingly popular usage. 
These applications have little necessarily to do with the 
traditional Fascist and Nazi phenomena, characterized by the 
nineteenth-century nationalisms from which they derive, and 
that establish the context whereby they are best understood. 

See Aldous Huxley, Brave New World (New York and 
London: Harper and Brothers, Publishers, 1946). 

There is, of course, a vast literature on techno
logical alienation. The work of Franz Kafka is, perhaps, the 
best. In fact, it could be argued that Kafka is the most 
significant writer in this tradition in the twentieth century. 
See Franz Kafka, Selected Short Stories of Franz Kafka, trans, 
by Willa and Edwin Muir, ed., with an Introduction by Philip 
Rahv (New York: The Modern Library, 1952), especially, "The 
Metamorphosis," pp. 19-$9; "the Penal Colony," pp. 90-123; 
"A Hunger Artist," pp. lSe-201; "Investigations of a Dog," 
pp. 202-255; and the "The Burrow," Additional Materials trans. 
by Eithne Wilkins and Ernst Kaiser, with an Homage by Thomas 
Mann (New York: Alfred A. Knopf, 1959)5 and The Trial, 
trans, by Willa and Edwin Muir, revised, and Additional 
Materials trans, by E. M. Butler, with Illustrations by 
George Salter (New York: Alfred A. Knopf, I960). 

Important in the modern tradition of the literature of 
alienation is the treatment of the German "lost generation" 
after World War I by Erich Maria Remarque, see Erich Maria 
Remarque, All Quiet on the Western Front, trans, by A. W. 
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the mentality of the functionary dominates, where power 

pervades and cannot be discovered, where reason seems not to 

exist as the system hurtles on under an irrational momentum 

of its own.^ 

Hacker, noting "the increasing irrelevance of people 
Ac 

. . ' in the corporate world, projects a condition, in 

the near future, of a giant firm, wherein all workers, blue-

collar and white-collar, have been automated out of existence, 

Wheen (Boston: Little, Brown and Company, 1929); and The 
Road Back, trans, by A. W. Wheen (Boston: Little, Brown 
and Company, 1931). 

For an intriguing American argument advocating alien
ation from modern society as the only rational position, see 
Kurt Vonnegut, Jr., Mother Night, An Avon Library Book (New 
York: Avon Books, 1969)• Also of interest are James Jones, 
Some Came Running (New York: Charles Scribner's Sons, 1957; 
and Allen Wheelis, "The Illusionless Man and the Visionary 
Maid," Commentary, May, 1964, pp. 59-67. Another excellent 
present-day treatment of some of the organizational reasons 
for contemporary alienation, although the author, like Gal-
braith rejects it as a solution, is found in Joseph Heller, 
Catch-22, A Dell Book (New York: Dell Publishing Company, 
Inc., 196$). 

6/K)ne of the more "deterministic" theories, although 
optimistic and highly rational in regard to what it per
ceives, of the social and cultural effects of technology, is 
found in White, Science of Culture. 

There are those who are less positive about the 
value of technology. See Issac Asimov, "The Last Question," 
in Issac Asimov, Nine Tomorrows: Tales of the Near Future 
(New York: Bantam Books, Inc., 1959)> pp. 147-158. This 
first appeared as Issac Asimov, "The Last Question," Science 
Fiction Quarterly, November, 1956. 

For an important argument, much in accord with Gal-
braith, attacking the position that man must be mastered by 
his own technology, see Lewis Mumford, The Myth of the 
Machine: Technics and Human Development (New York: 
Harcourt, Brace and World, Inc., 1967). 

^Hacker, "Introduction: Corporate America," p. 6. 
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in which all the stockholders have been bought out by the 

firm, and where the "directors,whose incomes are fixed 

regardless of how well or badly the firm is doing, make a 

decision that "as individuals most of us thought . . . was 

wrong, was not in the national interest," but where they do 

so anyway because ". . .we were acting in the company's 

interest and in this case we knew that it was the right thing 

to do." In the final analysis, such organizational mind-

lessness may be inherent in any technostructure. This fact 

alone may pose the greatest danger to human liberty. But the 

pervading and, possibly, irrational power of the techno

structure of the mature corporation might be limited by the 

existence of countervailing technostructures which, while 

typified by the same essential characteristics, are pursuing 

irrational, organizational goals of their own. The mere 

fact that one bureaucracy is not totally dominant may provide 

the only real hope, however slim, for the freedom of the 

individual in a world growing increasingly corporate. 

Galbraith, of course, is far more optimistic than this, but 

such are some of the implications inherent in the concept 

of the technostructure itself. 

The Liberal Core 

Ralph Gabriel comments that "through the centuries 

men have tried to neutralize power by means of countervailing 

^Ibid., pp. 3-et seq. 
6?Ibid., p. 5. 
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power." His point, when followed further, plainly reveals 

what are the two essential dimensions of the treatment of 

power in Galbraith's work. "But dependence upon the use of 

countervailing power is only one of two traditional ways that 

men have used in their continuing struggle to tame power." 

There is, importantly, "... the effort to constrain power 

68 by means of moral ideals and principles. ..." 

Galbraith's attempt to come to grips with the 

pervading Byzantine power of the mature corporation falls 

into both categories. The ideal, the principle, is symmetry 

—balance—equilibrium. But power is pervasive. Because the 

rationality of its wielders cannot be totally depended upon, 

when it is unchecked it is likely to be tyrannical. It must 

be controlled by countervailing power which, until it exists, 

remains an ideal. To bring it about, people must be 

convinced that it will be effective. They must also become 

persuaded that it, and its consequences, will be morally 

correct. That Galbraith is morally concerned about partic

ular policies, and argues for them in such terms, is clear. 

In all of this, the central consideration for Galbraith is 

always the integrity and further development of the individ

ual. His conviction that the individual, to move towards 

the fulfillment of his inherent potentialities, must be 

^Ralph Henry Gabriel, The Course of American 
Democratic Thought (2d ed., New York: The Ronald Press 
Company, 1956), p. 455. 
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free of tyranny, that, to accomplish this, power, which 

always exists, must be checked because of the socially 

irrational and Byzantine elements in the personalities of 

those who wield it, is also plain. 

Certainly, Galbraith has enormous confidence in 

the traditional liberal view that, in the final analysis, 

reason is a crucial element in the decisions of, at least, 

most people. But, like all liberals, he also implies that 

irrationality, as well as rationality, is inherent to the 

human personality, even among those in the political elite. 

Furthermore, what may be—or appear to be—rational in 

terms of the immediate perceived interest of a certain 

person or group, may lead to irrational results in terms 

of the larger system. It follows that those who possess 

power must be checked. Persuasion is not enough, not even 

through a constitution. For Galbraith, the protection of 

the liberty of the individual demands great weight be 

placed on construction of a system where power is arrayed 

against power—a system where, what Truman refers to as 

69 "the rules of the game" are, empirically and normatively, 

precisely those of countervailing power. 

A commitment to the concept of the integrity of the 

individual, along with a distrust of authority perceived 

to be necessary is, of course, the basic core of 

69 'Truman, Governmental Process, pp. 159-passim. 
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constitutionalism. Despite Galbraith's argument, undoubt

edly partially true, that most liberals deny the existence 

of power, especially economic power, constitutional princi

ples are an inseparable element in traditional liberalism. 

The more accurate claim is that while modern liberals tend 

to deny power, all liberals do not like it. They habitually 

deny that they possess it, or want it—both very questionable 

propositions. A constitution, in its most essential sense, 

is an attempt to neutralize or, in effect, deny, the conse

quences of necessary authority. Clearly, Galbraith's 

commitment to the liberal argument for constitutional limita

tions on authority, or legal power, rendered operational 

in the modern world through a system of countervailing power, 

is the single most pervasive theme of his work. 

The Concept of Contradictions 

In Galbraith's earlier conception, countervailing 

power is an inherent part of the social universe. It 

develops on an economic foundation along Newtonian lines, 

as an equal and opposite reaction to power that is original. 

The substance of it—the totality of elements comprising 

it—exists autonomously in relation to the power against 

which it is reacting. While the motivation to organize 

countervailing power is the presence of original power, 

they are conceived of as separate entities. 

I 
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Galbraith's later view of countervailing power is 

Hegelian. Although, unlike Hegel's views, it is based on 

economics, its substance—the totality of elements compris

ing it—exists, precisely, within the power against which 

it is reacting. In the last lines of The New Industrial 

State, Galbraith concludes that countervailing power is a 

symptom of the contradictions within original power itself. 

"The industrial system, in contrast with its economic 

antecedents, is intellectually demanding. It brings into 

existence, to serve its intellectual and scientific needs, 

the community that, hopefully, will reject its monopoly of 

70 social purpose." 

This new view of the social universe—most precisely, 

of power, the most important element, in Galbraith's 

conception, within that universe—conceivably contains vast 

implications. From its perspective, many of the enormous 

and central problems confronting modern America, can be 

perceived as symptomatic of the intensifying of the contra

dictions which characterize the system, both in its internal 

relations, and in those external relations which constitute 

its involvement in an international system. Indeed, it 

could be the steady sharpening and clarification of such 

contradictions that has led Galbraith into what is— 

fundamentally—a new analytic position. The problem, for 

^Galbraith, New Industrial State, p. 399• 
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instance, of "minorities," including racial "minorities," 

one which Galbraith hardly addresses himself to directly 

but, given his general position, one which is integral to 

his consideration of technology and, by extension, to 

employment and poverty, might be best understood as part 

of the working out of the contradictions in the American 

system. So, perhaps, can the insistent pressure of infla

tion, the growing importance of the military and, another 

phenomenon Galbraith touches on very little directly, but 

which his general argument about the end of the free market 

goes far toward explaining, the sudden emergence of 

militancy on American campuses, and elsewhere among the 

young, in reaction to the corporateness in the educational 

and scientific estate, and throughout the society. 

These, of course, are internal matters or, at least, 

Galbraith perceives them as such. But international 

politics might also be better understood through the concept 

of contradictions. Galbraith's recent concern about the 

intervention of the United States in Indo-China, although 

seemingly separate, in his view, from the internal dimen

sions of the American system, might be a tentative first 

step toward the position that, in reality, the internal and 

the external dimensions are really integral parts of one 

another. The maintenance of a nation-bound conception of 

"system," at least a system like the United States, might 
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grow more difficult for a man increasingly concerned about 

the role and significance of the American military establish

ment. This alone might drive Galbraith to at last confront 

colonialism and imperialism, along with their vital connec

tions to the expansionist nationalism of the late nineteenth 

century in Europe, and its nation-building antecedents, now 

evident in the ex-colonized and ex-imperialized areas of 

the world. It might at least lead him to view the American 

system in a larger context. And, if this occurs, the 

direction of Galbraith's analysis of the internal problems 

of the American system suggests that a concept of contra

dictions may eventually become a vital element in his 

international outlook as well. 

The concept of contradiction, or the unity of 

opposites, is a central element in Hegel's logic. His 

argument is that a major postulate of Aristotle's laws of 

thought, or logic, while useful when applied to nonhuman 

phenomena, is of no utility when applied to the history of 

human beings and human society. This is the Aristotlean 

law of noncontradiction which assumes that A cannot be 

both A and not A at the same instant in time. For Hegel, 

social phenomena are precisely A and not A at the same 

instant in time—from the moment of their existence they are 

in the continual process of becoming their own opposite. 

A system of logic does not, as Aristotle contends, exist 
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separate of reality. Consequently, it is not employed 

through the technique of correspondence, but coheres in 

reality itself. In short, it must be discovered, not 

invented. Because Aristotle's laws of thought comprise the 

basis of accepted logic of the western mind, and other minds 

as well, this idea is the most disturbing, and perhaps the 

most profound, part of Hegel's thought. While, as a member 

of the Young Hegelians, Marx "stands Hegel on his feet" 

by replacing materialism for idealism as the fundamental 

reality of the universe, including the social universe, he 

fully incorporates Hegel's system of logic. 

In this, the industrial system is the thesis, and 

the educational and scientific estate the antithesis. If 

the logic of contradiction holds, a synthesis should result 

from the conflict between the two. This, in turn, will 

develop its own inner contradictions, and the process should 

thereby continue. There is nothing in Galbraith which 

necessarily suggests that a system of countervailing power 

between two enormous corporate institutions—the technostruc-

ture of the mature corporation and the educational and 

scientific estate, both aligned with elements of the state, 

and both with de facto technostructures, is the final form 

of American development. Of course, there is also nothing 

in his writings which plainly states that it is not. Once 
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again, it appears that Galbraith has not thought through 

the inferences of his own position. 

Along fundamental theoretical lines, the concept 

of contradiction moves the analysis on which Galbraith's 

"liberalism" is based much closer to that usually associ

ated with Marxism. The central Marxian concept of class 

struggle is, of course, absent. So are certain other 

Marxian formulations. But it does contain the notion that 

the creative energies of man will be released once he is 

freed from the shackling effects of material concerns, a 

release which will be made possible by economic abundance, 

71 or "affluence." Far more importantly, the most funda

mental theory of Marxism, the theory of contradictions, 

grounded in considerations of technology, clearly emerges. 

Within this conception, the possibilities are interesting, 

particularly those which suggest that Galbraith's arguments 

represent a brilliant and subtle mind in advance of a new 

liberalism, a liberalism formulated in response to the 

corporate realities of the twentieth century, finally 

autonomous of its traditional and politically inhibiting 

connections to capitalism. 

^Even if Galbraith does not agree with Marx that 
all men are inherently equal in rational capacity, a symptom 
of Marx's debt to the "left-wing" of the Enlightenment, 
particularly in its French manifestation, Galbraith's 
assumption that all men will be vastly improved when they 
are freed from economics is plain. 
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ELITISM AND ELITE THEORY 

It is possible to theorize that an elite exists 

without being an elitist. This would be predicated on the 

assumption that people are born with the same capacities, 

but that through education and experience people become 

interested in different things and, as a result, the actual 

abilities of certain individuals, in their field—or fields 

—of interest, become greater than the abilities of most 

other people. From a doctrinal point of view, there is 

nothing in this position that necessarily insists that elite 

rule is a desirable state of affairs. Depending on who is 

making the argument, it may or may not be. In short, it 

can simply be elite theory. 

Based either on the view that elite qualities are 

inherent, or on the position that they are acquired, an 

elite can be conceived of within any realm of human activ

ity. Some argue that the same elite is best qualified in 

every realm; others that the actual composition of the 

elite depends upon the field. This distinction relates to 

both theory and doctrine. 

While Galbraith seems to perceive discrete elites 

operating in different realms of activity, the elite under 

530 
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consideration here is one which is properly understood as 

a "political elite." As suggested above, the indications 

are that Galbraith is an elitist in regard to the political 

realm, as he probably is in reference to elites in other 

realms of activity. He would probably assume that certain 

people have inherent "talents" for certain things, including 

those with a talent for formulating the right, or most 

right, political decisions. This talent, for Galbraith, 

must be developed. 

If this is correct, Galbraith stands in the main

stream of the liberal position. Since Locke, liberals have 

generally contended that the majority can make "political" 

decisions, but only the few are qualified to make "constitu

tional" decisions. When this view is analyzed, it becomes 

clear that a "constitutional" decision is a "political" 

decision which a liberal thinks is important. For the 

distinction, in the American experience, between liberals 

and democrats, see Currin V. Shields, Democracy and Cathol

icism in America (New York; Toronto; and London: McGraw-

Hill Book Company, Inc., 195$), especially chap, i, "The 

Contemporary Issue," pp. 1-27, chap, ii, "The Democratic 

Tradition," pp. 23-6$; chap, vi, "Majority Rule," pp. 209-

249. 
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THE CONCEPT OF SOCIAL CLASS IN RELATIONSHIP TO THE 
CONCEPT OF THE INDUSTRIAL SYSTEM 

It is interesting that in reference to the "... 

divisions and conflicts within the ruling class," Sweezy, 

"American Ruling Class," Pt. II, p. 63, suggests that 

aside from the more or less accidental rivalries and 
feuds, the divisions within the ruling class are 
of several kinds: regional (based on economic differ
ences and buttressed by historical traditions, and 
memories—the North-South division is the clearest 
example of this kind); industrial (for example, coal 
capitalists vs. oil capitalists); corporate (for 
example, General Motors vs. Ford); dynastic (for 
example, Du Ponts vs. Mellons); political (Republi
cans vs. Democrats); and ideological (reactionaries 
vs. liberals). These divisions cut across and mutu
ally condition one another, and the dividing lines 
are irregular and shifting. These factors introduce 
elements of indeterminacy and instability into the 
behavior of the ruling class and make of capitalist 
politics something more than a mere puppet show 
staged for the benefit (and obfuscation; of the man 
in the street. (Idem) 

To this might be added Huberman and Sweezy's concep

tion of the "nouveau riche Americanus," Leo Huberman and 

Paul M. Sweezy, "Review of the Month: The Roots and 

Prospects of McCarthyism," Monthly Review, V, No. 9 (1954)> 

422. The stratum of nouveaux riches, they argue, is one 

which exists autonomously of the ruling class and, in fact, 

is locked in a power struggle with it. A member of this 

stratum "... tends to be aggressive, unscrupulous, vain; 

5tf2 
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he develops feelings of jealousy and even hatred for the 

aristocracy which refuses to accept him as equal." Ibid.. 

423. Such a person is ripe for reaction against the 

established order. 

Self-important and yet frustrated, craving power 
and prestige commensurate with his wealth, longing 
to humiliate the snobs who don't appreciate his 
true value, the nouveau riche finds a natural 
outlet in political support of a movement which 
is simultaneously reactionary, brutal, vulgar— 
and shows signs of succeeding. (Ibid., 423-424) 

One outstanding example of this, Huberman and Sweezy note, 

is found in the newly wealthy oil millionaires. Ibid., 422. 

In short, "the characteristic qualities and attitudes of 

the nouveau riche dispose him toward fascism in the present-

day capitalist environment." Ibid., 423* It is interesting 

that such a Marxist analysis of McCarthyism is very similar 

to the views of Peter Viereck, a leading "conservative" 

writer. See Peter Viereck, "The New American Right," Ari

zona Quarterly, XII, No. 3 (1956), 197-212. In general terms, 

the same view is found in Peter Viereck, "The Revolt Against 

the Elite," in Bell (ed.), Radical Right, pp. i6i-is3. This 

article originally was an address. Peter Viereck, Address 

to The 1954 Meeting of the American Historical Association 

(New York, New York, December 2$, 1954-December 30, 1954)• 

However, Sweezy points out, 

we must not exaggerate the depth of the divisions 
inside the ruling class: capitalists can and do 
fight among themselves to further individual or group 
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interests, and they differ over the best way of 
coping with the problems which arise from the class 
position; but overshadowing all these divisions is 
their common interest in preserving and strengthening 
a system which guarantees their wealth and privileges. 
In the event of a real threat to the system, there 
are no longer class differences—only class traitors, 
and they are few and far between. (Sweezy, "American 
Ruling Class," Pt. II, 63-64) 

The differences between the ruling-class conception 

of Sweezy and Galbraith's idea of the technostructure are, 

of course, substantial. But there are also similarities. 

At least there are important points of connection. In any 

event, some of the ideas advanced by Sweezy about the 

plurality within the ruling class, at least at a secondary 

level, might reveal further dimensions when applied to the 

technostructure. 
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REGARDING THE RELATIONSHIP BETWEEN THE CORPORATE 
AND ACADEMIC WORLDS 

For arguments that the probable relationship between 

the mature corporation and the educational and scientific 

estate will not be what Galbraith expects, see Michael 

Harrington, "Liberalism According to Galbraith," review of 

The New Industrial State, by John Kenneth Galbraith, in 

Commentary, October, 1967> pp. 77-33; Michael Harrington, 

Toward a Democratic Left: A Radical Program for a New 

Ma.jority (New York: The Macmillan Company, 196$), where 

Harrington feels that the probability is not the emergence 

of the academic community as a political force, the proba

bility is that the "social-industrial complex" will dominate 

it, and that "fundamental decisions about learning will 

become a function of the corporate struggle for shares of 

the knowledge market." Ibid., p. 115; Joseph Haberer, 

Politics and the Community of Science (New York; Cincinnati; 

Toronto; London; and Melbourne: Van Nostrand Reinhold 

Company, 1969)> especially chap, v, "Science and State: The 

Politics of Prudential Acquiescence," pp. 79-101, chap, vi, 

"The Politics of German Science in the Weimar Republic— 

1913-1932," pp. 103-120, chap, vii, "Leadership and Crisis: 

The Response to National Socialist Policy: 1933-1933," 

535 
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pp. 121-162, chap, viii, "Resistance and Responsibility: 

The Politics of Prudential Acquiescence, 1939-1945>" pp. 

162-1S4, chap, ix, "The New Partnership: Involvement and 

Responsibility," pp. 1^5-215, chap, x, "The Public Career 

of J. Robert Oppenheimer," pp. 217-270, chap, xi, "The 

Oppenheimer Case and the American Community of Science," 

pp. 271-29S, and chap, xii, "Scientific Leadership and Social 

Responsibility," pp. 299-332; and John H. Scharr and Sheldon 

S. Wolin, "Education and the Technological Society," The New 

York Review of Books, October 9, 1969, pp. 3-6. 

To a large extent, Scharr and Wolin agree with 

Galbraith. 

Although pockets of material deprivation still 
exist, the main source of powerlessness is not 
deprivation but consumption. Technological society 
lives by consumption, and its members live for it. 
They allow the quality and tempo of their lives to 
be set by the changing requirements of technology. 
(Ibid., p. 4) 

However, they do not perceive the educational and scientific 

estate as a potential center of countervailing power in 

the American system. "Because universities and colleges are 

vital to the economy and culture of the technological 

society and because they exercise power over their own 

members, one may be deluded into believing that they are 

instrumentalities of power. ..." Ibid., p. 3. From this 

point of view, Galbraith, clearly, is one so deluded. 

Actually, Scharr and Wolin insist "... there is little 

power to mobilize." Idem. 



APPENDIX D 

THE PROBLEM OF HISTORICAL DETERMINISM 

Another interpretation of dialectical materialism 

is found in, Leo Huberman and Paul M. Sweezy, "Lessons of 

Soviet Experience," Monthly Review, XIX, No. 6 (1967)» 9-

21, and especially pp. 1$-19. In terms of "determinism" 

and "voluntarism," the stress here is on ". . . the ratio 

of determinism to voluntarism in historical explanation. 

. . Ibid., p. 19. For Huberman and Sweezy, "Marxism 

is neither determinist nor voluntarist; or, if you prefer, 

it is both determinist and voluntarist." Ibid., p. 13. 

While not incompatible with Hook's view, the emphasis is 

different. The focus is on periods when automatic motion 

is dominant and periods when historic choice prevails. 

Once a social order is firmly established and its 
"law of motion" is in full operation, power natur
ally gravitates into the hands of those who 
understand the system's requirements and are 
willing and able to act as its agents and benefi
ciaries. In these circumstances, there is little 
that individuals or groups can do to change the 
course of history: for the time being a strictly 
deterministic doctrine seems to be fully vindicated. 
But when the inherent contradictions of the system 
have had time to mature and the objective conditions 
for a revolutionary transformation have come into 
existence, then the situation changes radically. The 
system's law of motion breaks down wholly or in part, 
class struggles grow in intensity, and crises multi
ply. Under these circumstances the range of 
possibilities widens, and groups (especially, in our 
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time, disciplined political parties) and great 
leaders come into their own as actors on the stage 
of history. Determinism recedes into the back
ground, and voluntarism seems to take over. (Ibid., 
p. 19) 

It is notable that, as with most theories of historical 

determinism this position, in the final analysis, is not 

really deterministic at all. See discussion, including an 

examination, of Heilbroner's argument, supra, pp. 534-541• 



APPENDIX E 

AMERICAN LIBERALISM AND THE END-OF-IDEOLOGY ARGUMENT 

One of the outstanding American "liberals" in the 

"end-of-ideology" school is Seymour Martin Lipset, see Seymour 

Martin Lipset, Political Man: The Social Bases of Politics 

(1st ed; Garden City, New York: Doubleday and Company, Inc., 

I960); The First New Nation: The United States in Histor

ical and Comparative Perspective (New York: Basic Books, 

Inc., 1963); and "Beyond the Backlash," Encounter, November, 

1964) pp. 11-24. Another is Louis Hartz, see Hartz, Liberal 

Tradition in America. Still another is Robert A. Dahl, see 

Dahl, Pluralist Democracy in the United States. 

Their best known "conservative" counterpart is 

Daniel Bell, see Daniel Bell, The End of Ideology: On the 

Exhaustion of Political Ideas in the Fifties (Glencoe, Illi

nois: The Free Press, i960). As might be suspected, this 

is where the term "end of ideology" is coined. 

The differences between liberals and conservatives 

in this regard are so minor as to be insignificant in this 

context. 

Many, if not all, of the group theorists within the 

American political science profession fall into this cate

gory, at least in the application of their analysis to the 
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United States. Dahl, of course, is one of the leading 

members of this school. See supra, pp. 279-2&L, 279 n. 

and 279-231 n. 61. 



APPENDIX F 

CRITICISM OF THE EXAMINATION OF POVERTY IN 
THE AFFLUENT SOCIETY 

For Thernstrom, who is interesting in regard to The 

Affluent Society, and the analysis of poverty within it, 

what is striking about the treatment of poverty 
in the 195$ edition of the book [The Affluent Society] 
is how belatedly it came—in the twenty-third chapter 
—and how minor a problem Galbraith thought it to be. 
In so affluent a society, he remarked casually, poverty 
was not "a universal or massive affliction," but "more 
nearly an afterthought." Only one American family in 
thirteen had annual incomes of less than a thousand 
dollars, which he apparently deemed a reasonable 
boundary between poverty and affluence. Economic 
deprivation was not widespread, but instead was confined 
to two special categories of persons. There was "case 
poverty," which could be attributed to some quality 
peculiar to the individual or family involved—mental 
deficiency, bad health, excessive procreation, etc.— 
and there was "insular poverty," afflicting large groups 
of people inhabiting an especially unfavorable environ
ment, such as the urban slum or the declining rural 
area. . . . (Thernstrom, "Myth of American Affluence," 
p. 75) 

There is a further charge. 

In its original, pristine version, vintage 19501s, 
the myth of affluence held quite simply that poverty 
was no longer to be found in the United States. Some 
people had more money than others, to be sure, but even 
those with least of all were not too badly off. . . . 
(Idem) 

The notion that the ordinary American had more than 
enough income to meet his "real" needs but was 
being brainwashed by Madison Avenue to believe 
he needed costly and ugly inessentials—a mauve and 
cerise air-conditioned, power-steered, and power-
braked automobile was Galbraith's example—became 
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an article of faith in cultivated circles in the Age 
of Eisenhower. Often the loudest complaints against 
tailfins were voiced by people whose own Spartan 
mode of transportation was a Porsche. . . . (Ibid., 
p. 76) 

That Republican speechwriters believed all this 
is not surprising. But the mood was far more wide
spread. Symptomatic was Arthur Schlesinger, Jr.'s 
announcement that the successes of the Roosevelt 
and Truman years had been so complete as to render 
outmoded "quantitative liberalism," a liberalism 
concerned with such grubby, old-fashioned and easily-
measured matters as wage rates, unemployment levels, 
and the number of substandard housing units. With 
all these issues nicely resolved already, the task 
of liberalism was to turn to Higher Things, and 
to advance programs aimed at improving the quality 
of American life. 

The Affluent Society bears the marks of this 
cultural climate, and indeed was a prime source of 
the new perspective. . . . (Ibid., p. 75) 

Despite Galbraith's supposed insensitivity to the 

poor and, in all probability, those in the middle-income 

ranges as well, and despite his presumed culpability in 

helping to produce the smug, self-assuredness of the Eisen

hower years, Thernstrom is willing to admit that 

Galbraith did express concern over the unfortunate 
plight of this small minority of low-income families, 
and he noted that general advances in the Gross 
National Product would do very little to ameliorate 
structural poverty of this type. But it is doubtful 
indeed that this brief discussion, which assumed 
that only the S per cent of families with incomes 
below the $1,000 line were poor, and emphasized 
the special characteristics of those unhappy few, 
could have shocked any of the book's readers into 
new awareness of the shame of continued poverty 
in the midst of affluence. (Idem) 
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Hedging a bit, Thernstrom argues that "whether or 

not poverty in America as of 195$ was a mere 'afterthought,' 

Galbraith's consideration of the matter certainly seemed an 

afterthought." Idem. Turning his attention to a more recent 

edition of Galbraith's work, see John Kenneth Galbraith, 

The Affluent Society (2d ed., revised; Boston: Houghton 

Mifflin Company, 1969)• Thernstrom points out that 

The Affluent Society, in its current incarnation, 
has smoothly adjusted to the changed intellectual 
climate. The reference in the 195$ edition to poverty 
as an afterthought in a country "with a weekly indus
trial wage of eighty dollars and a $3,960 median 
family income," has been deleted. The 1969 edition 
declares that in a country "with a weekly industrial 
wage of $110 and a $7,974 median family income, [poverty] 
can no longer be presented as a universal or massive 
affliction." Industrial wages have risen nearly 40 
per cent and median family income doubled (with prices 
up only 16 per cent). Nevertheless poverty seems to 
have become more an obsession than an afterthought. 
Alice and the Red Queen would appreciate the logic 
of this. (Ibid., pp. 76-77) 

In any event, in place of his previous comment about 

"an afterthought" Galbraith now argues that poverty, "as a 

general affliction . . . , was ended by increased output. 

. ... The result was to reduce poverty from the problem of 

a majority to that of a minority. It ceased to be a general 

case and became a special case." Galbraith, Affluent 

Society, 2d ed., p. 286. 

As is well known, there are fads in social concern. 

It is legitimate to at least wonder how burning Thernstrom's 

involvement with poverty was in 195$• Separate of the 

rather laudable fact that Galbraith is capable of learning, 
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Thernstrom's criticisms ignore the general substance of The 

Affluent Society. This is particularly the case in regard 

to Galbraith's position on "social balance." See especially 

Galbraith, Affluent Society, chap, xviii, "The Theory of 

Social Balance," pp. 251-269, a major theme of this work, 

and one that demonstrates a deeply thoughtful concern about 

the condition of poor and middle-income people in the United 

States—even in the earlier edition. The same concern, it 

should be noted, is also importantly evidenced in Galbraith's 

earlier work, American Capitalism. 

Another line of thought in Thernstrom's view of 

Galbraith is more rewarding, and is worth mentioning here. 

It would not be unfair, though perhaps unkind, to 
say that Galbraith and those who read him approv
ingly were far more distressed by the vulgar barbecue 
pits, television sets, and tailfins of the vast 
majority than by the sufferings of what they took 
to be a tiny minority. Conspicuous consumption, 
not economic deprivation, was the real villain. 
This was an affluent society, and Galbraith defined 
an affluent society as one in which the productive 
machinery churned out such vast quantities of goods 
that there was an enormous surplus left over after 
the "real" needs of its members were satisfied. New 
needs, "artificial" needs, thus had to be created 
to absorb the surplus: "Many of the desires of the 
individual are no longer even evident to him" until 
they are "synthesized, elaborated, and nurtured by 
advertising and salesmanship." (Ibid., p. 75) 

But it is not very illuminating, I think, to 
judge the behavior of American consumers against 
a standard derived from an image of man in a state 
of nature. It can provide a base for a lively 
and witty polemic, as was the case with Galbraith 
and his great predecessor, Thorstein Veblen, but 
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a polemic which too easily can be converted to 
snobbish and self-serving ends, as happened with 
the myth of affluence. Galbraith's root concep
tion—that the bulk of consumer desires in an 
advanced industrial society are socially created 
—derives squarely from Veblen, though in his brief 
discussion of Veblen, Galbraith curiously fails to 
note the influence. 

Veblen was a genuine Puritan, whose profound 
distaste for the American way of spending stemmed 
from the mores of the strict Minnesota Norwegian 
subsistence farming community in which he was raised. 
And Galbraith, too, is something of an ascetic, 
perhaps because he too was a farm boy (unlikely 
though that seems today), and comes from another 
strict ethnic minority, the Canadian Scotch. Both 
men imbibed a stern ethical code with their mother's 
milk, and cast a cold eye on the gross, corpulent, 
.consumer society in which they found themselves. 
Americans have too much, Americans have it too 
easy: these were the moral premises which underlay 
their pungent critiques. I find their conception 
of the good life rather too Spartan for my tastes, 
and believe that the validity of their economic 
analyses depends upon the validity of those moral 
premises. Still, Veblen and Galbraith came by their 
views honestl3r and adhered to them consistently. 

What is troubling is the way in which Galbraith's 
attack upon the affluent society was picked up by 
those who did not have a similarly consistent moral 
position. . . . (Ibid., p. 76) 

Thernstrom finally gets to what is really his major point, 

attacking Galbraith, largely unfairly, and as many others 

do, as a vehicle to get there. 

In terms of comprehending the cash nexus of the Amer

ican system of values, it is useful to contrast Galbraith, 

Affluent Society with the other side of the coin as found in 

Michael Harrington, The Other America: Poverty in the 

United States (New York: The Macmillan Company, 1962). 



APPENDIX G 

THE PHENOMENON OF ANTI-COMMUNIST LIBERALISM 

Also, for the susceptibility of Lockian liberalism 

to . . red scare hysteria . . . ," see Hartz, Liberal 

Tradition in America, pp. 11-12-et passim, and chap, xi, 

"America and the World," pp. 2$4-309. What Hartz refers 

to as the "redscare," ibid., pp. 2&6-et passim, an "'Amer

icanism' ... at once heightened and shattered by the 

crashing impact of the rest of the world upon it," ibid., 

p. 237, or the "redscare mentality," ibid., pp. 301-et 

passim, can also be defined as "redscare liberalism." 

In this regard, a reaction to a confused treatment 

of liberalism, in Harry S. Ashmore, "Where Have All the 

Liberals Gone?," The Center Magazine, July, 1969, pp. 30-39, 

contains an argument which is of interest. His 

. . . failure to make the distinction, while 
emphasizing his differences—however valid—with 
the radical, points up one of the major weaknesses 
of the liberal in general. Too much energy over the 
years has been spent by the liberals in protecting 
their flank by fighting the radical. But the enemy 
is not the radical, even though he gets the headlines. 
The enemy is the conservative, the Establishment, 
and the entrenched powers, and it is their power 
(the radicals have none) that has created the 
problems and fissures that beset this country 
today. (Stanley K. Sheinbaum, "Aftermath: Critique 
of Liberals," The Center Magazine, September, 1969, 
p. 91) 

596 



APPENDIX H 

JOHN ADAMS AND THE LIBERAL POSITION 

For Adams, the reason that men in authority cannot 

be trusted derives from the realities of the nature of man. 

In his view, men are born with certain inherent character

istics. "As nature intended them for society, she has 

furnished them with passions, appetites, and propensities. 

. . John Adams, "Discourses on Davila," in Peek, (ed.), 

Political Writings of John Adams, p. 176. Among these 

passions are "Emulation," "Ambition," "Jealousy," "Envy," 

and "Vanity." Ibid., pp. 177-17$. Men also possess the 

passion of "Benevolence." Ibid., p. 17$. This is ". . . an 

affection for the good of others; but alone it is not a 

balance for the selfish affections." Idem. In the view of 

Adams, "the rewards ... in this life, are esteem and admir

ation of others; the punishments are neglect and contempt; 

nor may any imagine that these are not as real as the 

others." Idem. In general terms, among the passions of men, 

two are the most powerful. One is 11. . . the abhorrence of 

contempt." Ibid., p. 177. More importantly, "there is 

none among them more essential or remarkable than the 

passion for distinction." Ibid., p. 176. 
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For these reasons, Adams advocates that which is 

". . . the only valuable part of the British constitution 

[and] is . . . the very definition of a republic . . . 'an 

empire of laws and not of men.'" Adams, "Thoughts on 

Government," p. S6. It is his view of human nature that 

leads him to accent Montesquieu's argument for separation 

of authority (although usually referred to as "separation 

of powers, even by Montesquieu and Adams, it is authority, 

not power, that is under consideration), see Charles Louis 

de Secondat Montesquieu, The Spirit of the Laws, trans, by 

Thomas Nugent, with an Introduction by Franz Nuemann, 

Hafner Library of Classics, No. 9 (New York: Hafner 

Publishing Company, 1965), a position essentially derived 

from Aristotle's concept of the "mixed constitution," see 

Aristotle, Politics, trans, by Benjamin Jowett, with an 

Introduction by Max Lerner (New York: The Modern Library, 

1943)• To this Adams adds a functional content. Further

more, because of his perception of man as more dangerous 

in authority than Montesquieu understood, and his consequent 

concern that the separation of authority, if left at that, 

would probably lead to the three classical bad governmental 

forms of Plato, see Plato, The Republic, trans, by Benjamin 

B. Jowett (New York: The Modern Library, n.d.), the forms 

that lead to Aristotle's advocation of the mixed constitu

tion, the three separate tyrannies of the one, the few and, 



599 

especially, the many, all concurrently. Adams develops the 

concept of checks and balances. For the same reasons, he 

argues for a bicameral legislature, with the house of the 

few controlling the house of the many, as well as checking 

the executive and judicial branches, leading, in effect, to 

a four-branch system. In reference to the United States 

Constitution, he also accepts the federal principle of James 

Madison, a principle that further divides authority that is 

already separated and subject to a checking system. Addi

tionally, as a constitutionalist, Adams assumes the people 

to be the political sovereign and that most of the authority 

of that sovereign is never delegated, but remains reserved. 

As a result, "in every country we have found a variety of 

orders with very great distinctions. In America there are 

different orders of offices, but none of men. Out of office, 

all men are the same species and of one blood; there is 

neither a greater nor a lesser nobility." John Adams, "A 

Defence of the Constitutions of Government of the United 

States of America," in Peek (ed.), Political Writings of 

John Adams, p. 127. 

This should not be misunderstood. Adams is an 

elitist. 

There are a few in whom all these advantages of 
birth, fortune, and fame are united. 

These sources of inequality, which are common to 
every people and cannot be altered by any because they 
are founded in the constitution of nature—this 
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natural aristocracy among mankind has been dilated 
on because it is a fact essential to be considered 
in the institution of a government. ... If this 
be not done, it is always the most dangerous; nay, 
it may be added, it never fails to be the destruc
tion of the commonwealth. (Ibid., p. 139) 

Along the same line, in reference to the necessity 

of getting the right men into government, Adams notes that 

as no appetite in human nature is more universal 
than that for honor, and real merit is confined to a 
very few, the numbers who thirst for respect are out 
of all proportion to those,who seek it only by 
merit.. The great, majority trouble themselves little 
about merit.but apply themselves to seek for honor 
by means which they see will more easily and certainly 
obtain it. . . . Nations perceiving that the still 
small voice of merit was drowned in the insolent roar 
of such dupes of impudence and knavery in national 
elections without a possibility of a remedy, have 
sought for something more permanent than the popular 
voice to designate honor. (Adams, "Discourses on 
Davila," p. 186) 

It has been said that the Federalist party, having 

adopted the concept of popular sovereignty because of 

political necessity, and because no acceptable options 

seemed available, conceived that its mission was to save 

the American people from themselves. An important element 

in this mission was to ensure that only elite men would 

obtain public office and then, because of the nature of all 

men, including elite men, to guarantee that their authority 

was substantially limited. This is the essential core of 

the position Adams is advocating. 

The argument of Calhoun "... that, while man is 

created for the social state and is accordingly so formed 
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as to feel what affects others as well as what affects 

himself, he is, at the same time, so constituted as to feel 

more intensely what affects him directly than what affects 

him indirectly through others, or, to express it differently, 

he is so constituted that his direct or individual affec

tions are stronger than his sympathetic or social feelings 

. . . Calhoun, Disquisition on Government, pp. 4-et 

passim, is not unlike the notion of human nature that Adams 

advances. Clearly, the assumption by Calhoun "... that 

our individual are stronger than our social feelings 

. . . ," idem, although different in terms of the degree 

of imbalance perceived by Adams, is really very similar 

to his assumptional position. 

This is the exact point. Although often mistakedly 

viewed as a conservative, Adams is a liberal. Where he 

differs from many other American liberals is in his willing

ness to be clear about his position. Adams is so important 

in establishing, or reflecting, traditional liberal 

attitudes and values about politics, he should be under

stood. This is the reason that certain of his ideas have 

been dealt with here to this extent. 



APPENDIX I 

JAMES MADISON AND THE LIBERAL POSITION 

Like Adams, it is plain that Madison is also 

extremely important in the American liberal tradition. The 

basic concern of Madison is the existence of political 

faction. "By a faction, I understand a number of citizens, 

whether amounting to a majority or minority of the whole, who 

are united and actuated by some common impulse of passion, or 

of interest, adverse to the rights of other citizens, or 

the permanent and aggregate interests of the community." 

Madison, "Federalist," No. 10, p. 54* Because "the latent 

causes of faction are . . . sown in the nature of man;# 

. . ." ibid., p. 55, the natural tendency of government is 

toward one of the Platonic categories of bad governmental 

forms, the tyranny of the one, the few, or the many. What 

must above all be avoided is ". . .a tyrannical concentra

tion of all the powers of government in the same hands." 

James Madison, "The Federalist," No. 4&> in Hamilton, Jay, 

and Madison, The Federalist, p. 326. Indeed, "the accumu

lation of all power, legislative, executive, and judiciary, 

in the same hands, whether of one, a few, or many, and 

whether hereditary, self-appointed, or elective, may justly 
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be pronounced the very definition of tyranny," James 

Madison, "The Federalist," No. 47, in ibid., p. 313. 

For Madison, 

there are two methods of curing the mischiefs 
of faction: the one, by removing its causes; the 
other, by controlling its effects. 

There are again two methods of removing the 
causes of faction: the one by destroying the 
liberty which is essential to its existence; the 
other, by giving to every citizen the same opinions, 
the same passions, and the same interests. (Madison, 
"Federalist," No. 10, pp. 54-55) 

Since, for Madison, the purpose of government is the 

traditional liberal one of the protection and perfection of 

the natural rights of the individual through their transla

tion into civil rights, both are not acceptable. "It could 

never be more truly said than of the first remedy, that is 

worse than the disease. . . . The second expedient is as 

impracticable as the first would be unwise." Ibid., p. 55* 

Given the realities of the human personality, men will 

continue to have differences. Indeed, it could be added, 

if they stopped, government and politics would no longer be 

necessary, at least for a liberal with his stress on the 

central value of the individual. It follows, Madison 

concludes, "... that the causes of faction cannot be 

removed, and that relief is only to be sought in the means 

of controlling its effects." Ibid., p. 57. 

For this, a system of large size and population 

is desirable because it makes the capture of government 
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by one faction more difficult. Moreover,'the concepts of 

separation of powers, and checks and balances, are useful. 

But even they are not enough. ". . .A mere demarcation on 

parchment of the constitutional limits of the several 

departments, is not a sufficient guard against those 

encroachments . . . Madison, "Federalist," No. 4$> p. 

326,, that the natural tendency of men to factionalism 

guarantees. Noting "the two great points of difference 

between a democracy and a republic . . . ," Madison, 

"Federalist," No. 10, p. 59» Madison argues that what is 

most necessary to preserve liberty against the possible 

factions of the one, the few, or, in the case of democracy, 

the many, is federalism. This will divide authority between 

the general government and the state governments, most 

authority remaining undelegated and reserved in the sover

eign people. What must be established are two different 

systems or legal sovereigns, general and state, having no 

connection except the fact that they are both creatures of 

the same political sovereign, state constitutions, and 

the laws of the general and the state governments, all to 

be bound by a constitution that reflects- the will of that 

sovereign. Within the general government and the several 

state governments, separation of authority and checks and 

balances will operate. This, of course, is precisely what 
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is intended in the United States Constitution, and best 

expressed, in part, by the Tenth Amendment to it. 

As with Adams, the ideas of Madison are developed 

here because of their great importance in liberal thought. 

Like Adams, the political views of Madison are elitist. 

Grounding their ideas in popular sovereignty, both men are 

deeply convinced that the people are not fit to rule 

themselves. Having postulated an elite, both men do not 

trust it to rule unchecked. All of this has been a part of 

liberalism since the time of Locke. See Locke, Second 

Treatise of Government. That it is something very different 

than democracy is clear, as is the fact that the liberal, 

not the democratic, tradition is an element profoundly 

present in Galbraith's personality and general position. 
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