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[bookmark: _Toc512614067]1.0 Executive Summary
	This report will examine both John D. Rockefeller and Andrew Carnegie in order to come to an informed decision on the type of individuals they were. The report will also evaluate both Rockefeller and Carnegie’s various stakeholders and their respective interests. Furthermore, the report will then provide a critical evaluation of key governance in the 19th century. Modern Day Governance will then be discussed with regards to how effective it is in controlling organisations. Additionally, the report will discuss whether philanthropic activities justify wealth making, taking both Rockefeller and Carnegie’s actions into consideration. With regards to the 21st century, the merits of philanthropic activities for business will also be discussed. Finally, a conclusion will be drawn on the type of individuals both businessmen were, considering them as either robber barons, philanthropists or captains of industry.
[bookmark: _Toc512614068]2.0 Introduction
	John D. Rockefeller was born in 1839, and was the founder of the Standard Oil Company which enabled him to become one of the world’s wealthiest men and a major philanthropist (History.com, 2010). It has been uncovered that due to being born into modest circumstances in upstate New York, this enabled him to enter the then-fledgling oil business in 1863, by investing in a refinery based in Ohio (History.com, 2010). Rockefeller then went on to establish Standard Oil in 1870, which by the early 1880s controlled 90% of U.S refineries and pipelines therefore creating a monopoly within the industry (History.com, 2010). Moreover, Andrew Carnegie was born in 1835, and was another major philanthropist of this era whom amassed a fortune within the steel industry (History.com, 2009). Carnegie entered the steal business in the early 1870’s, and became a dominant force within the industry over the following two decades allowing him to become one of the wealthiest men in the country (History.com, 2009). Thus, both Rockefeller and Carnegie have been described as bringing revolution in the oil and steel manufacturing industry and have therefore contributed massively with regards to the rapid growth of America within the 19th century (Chernow, 2007). However, despite being labelled as philanthropists, both leaders’ methods of gaining control have been heavily scrutinised leading to controversial arguments regarding whether they truly are philanthropists. It has been uncovered that these methods included crushing rivals, creating monopolies and providing unbearable working conditions for employees (The Men Who Built America, 2012). This report aims to examine both Rockefeller and Carnegie further in order to uncover just how philanthropic they were. 
[bookmark: _Toc512614069]3.0 Stakeholders and their Interests
	A stakeholder within an organisation has been defined as “any group or individual who can affect or is affected by the achievement of the organisations objectives” (Freeman, 1984). (Freeman, 1984) also states that “the stakeholders of a large firm can include its owners and shareholders, activist groups, customers, unions, employees, competitors, suppliers and the government among others”. Moreover, it has also been suggested by (Freeman, 2010) that “each stakeholder group of a business plays a crucial part in its overall success”. However, (Freeman, 2010) also implies that stakeholders’ influence can vary, as some stakeholders have more influence than others which must be taken into consideration with regards to the decision making of the company. Furthermore, Freeman’s stakeholder theory emphasises on the importance of both ethical values and fairness when dealing with stakeholders by implying that businesses that are able to effectively manage the relationships with their stakeholders through the use of CSR strategies will perform better than organisations whom cannot (Freeman, 2010). 
	With regards to Rockefeller’s Standard Oil Company and Carnegie’s Steel Corporation, one of their main stakeholders were their work force with their interests being fair wages and good working conditions. However, it has been uncovered that Carnegie forced his employees to work long hard hours and underpaying them (The Men Who Built America, 2012) in order to keep operating costs low, therefore allowing him to gain a competitive advantage within the steel industry as he was then able to sell his products at a lower cost. Furthermore, another main stakeholder for both Rockefeller and Carnegie were their customers, with their main interest being low prices. With regards to Rockefellers oil refinery, it has been suggested that although some of the oil producers were unhappy, American consumers were pleased that Rockefeller was selling cheap oil as before 1870 only the rich could afford oil to light their homes at night (Folsom, 1988). Thus, demonstrating the consideration Rockefeller had for his customers as stakeholders.
[bookmark: _Toc512614070]4.0 Evaluation of Key Governance 
	Corporate governance has been defined broadly as “the mechanisms, processes and relations by which corporations are controlled and directed” (Shailer, 2004). Moreover, it has been uncovered that “governance structures and principles identify the distribution of rights and responsibilities among different participants in the corporation (such as the board of directors, managers, shareholders, creditors, auditors, regulators, and other stakeholders) and includes the rules and procedures for making decisions in corporate affairs” (Lin, 2011). Thus, it has been identified that “good corporate governance helps to prevent corporate scandals, and potential civil and criminal liability of the organisation, whilst also enhancing the reputation of the organisation making it more attractive to investors, lenders, customers and employees” (Lipman & Lipman, 2006).
	It has been uncovered that “nineteenth-century America was the closest thing to capitalism—a system in which government is limited to protecting individual rights—that has ever existed. Ultimately, the constitution’s protection of individual rights and limitation on the power of government gave rise to an economy in which individuals were free to pursue their own interests, to start new businesses, and to create as much wealth as their ability and ambition allowed” (Dahlen, 2014). Thus, limited governance ultimately allowed both Carnegie and Rockefeller to establish monopolies within their respective fields. Moreover, Rockefeller achieved dominance within the oil industry by implementing unethical strategies including horizontal integration, as limited regulation meant that it was legal practice. It has been suggested by (Wilkinson, 2013) that “horizontal integration is when a company gains control over one part of the production process by controlling the majority or all of the resources at that particular junction of production”. Rockefeller achieved this by buying out his competition, therefore allowing him complete dominance over the industry. Furthermore, as there was limited governance regarding labour rights during this period, this allowed Carnegie to mistreat his employees by cutting wages in order to increase profits. This is upheld by an article published by (The Scotsman, 2005) which states that “Carnegie used a drop-in steel prices to argue with employees for a 20% cut in wages, with the alternative being that the plant would be shut down and the men locked out.” However, with the industrial revolution leading to the introduction of regulations regarding labour rights, this meant that both Carnegie and Rockefeller had to abide by the law and treat employees fairly in later years.
[bookmark: _Toc512614071]5.0 Modern Day Governance
	With regards to modern day governance, there are a substantial number of rules and regulations that organisations are required to obey in order to operate efficiently. It has been identified that “corporate governance practices in the United States are not regulated by any one particular statute but instead are affected by the governing instruments, the corporate law and the court decisions of each issuer’s state of incorporation, and, in the case of many publicly-owned issuers, by the U.S. federal securities laws and requirements of the national securities markets” (Security and Exchange Commission of Brazil, 2008). However, due to the fact that corporate governance issues are likely to be regulated differently by the respective states of America, the ‘Sarbanes-Oxley’ law was introduced in 2002 providing a valuable legislative base for the regulation of corporate governance issues within the USA. The act was introduced with the intention of preventing accounting fraud and improving financial reporting. Thus, this form of governance could be perceived as being beneficial for both organisations and their stakeholders as it makes it inevitably harder to commit acts of fraud therefore ensuring fairness among businesses. Moreover, a number of federal laws including both the Securities Act of 1933, the Securities Exchange Act of 1934 (Exchange Act), were introduced in order to ensure shareholders and the market have the information required to make fully informed investment decisions (Aquila, 2017), therefore proving to be beneficial for both businesses and stakeholders. However, although governance has been portrayed as being beneficial for both organisations and stakeholders, there are disadvantages associated with the concept. The first being that corporations tend to have higher administrative costs due to them possessing greater administrative requirements including providing relevant documentation such as stock purchases and sales, legal compliance and annual registration (Wright, 2017). Despite its disadvantages, as governance enables protection for both organisations and stakeholders in the long run, it can be perceived as being beneficial.
[bookmark: _Toc512614072]6.0 Do Philanthropic Activities Justify Wealth Making?
	The Merriam Webster Dictionary defines philanthropy as “goodwill to fellow members of the human race; with active effort to promote human welfare.” (Merriam-Webster.com, 2018). Similarly, it has been suggested that the philanthropic responsibilities of business encompass “those corporate actions that are in response to society’s expectation that business be a good corporate citizen. This includes actively engaging in acts or programs to promote human welfare or good will” (Carroll, 1991). With regards to philanthropic activities, it has been uncovered that “many businesses make donations directed at various causes such as education, community improvement, and arts and culture” (Seifert, et al., 2004). 
Many organisations incorporate philanthropic activities into their business strategies in order to improve their image and justify wealth making. With regards to Carnegie, after he had sold his steel corporation in the 1890’s it has been uncovered that he focused his attention on establishing a number of philanthropic organisations, including his largest project named ‘The Carnegie Corporation of New York’ (Wall, 1970). The corporation was established in 1911 with the overall aim of the organisation being to ‘promote the advancement and diffusion of knowledge and understanding’ (Carnegie.org, 2018). (Carnegie.org, 2018) also states that Carnegie endowed the Corporation with the bulk of his fortune ($145 million), thus implying he donated most of his fortune (90%) to philanthropic activities (Wall, 1970). Furthermore, Carnegie also made direct contributions to numerous educational, cultural and research institutes (Wall, 1970). Similarly, it has been uncovered that Rockefeller also invested both his time and efforts in philanthropic activities once he had retired from the business, with one of his main focuses being the study and application of modern medicine. This is upheld by (Johnson & Harr, 1988) whom state that “of the $530 million the elder Rockefeller gave away, $450 million went to medicine”. Furthermore, the ‘Rockefeller Foundation’ was established by the Rockefeller family in 1913 and was said to be “involved in all aspects of public health including; ideas, theory, research, professional training, practice, implementation, organisation and institution building” (Martens & Seitz, 2015). Additionally, (Martens & Seitz, 2015) state that “as the only health agency truly operating internationally until the founding of the WHO in 1948, it helped to shape global public health to a greater extent than any other organisation of its day”. However, it can be argued that the philanthropic activities undertaken by both Carnegie and Rockefeller do not justify their past actions as their donations to charity could be perceived as being ways to avoid paying tax. This is upheld by an article published by the telegraph that states “if you give assets to charity you can claim income tax relief up to their entire value” (Osborne, 2012), thus implying that a business would not be making a loss when donating to charity and are able to avoid paying tax. However, it could also be argued that Carnegie and Rockefeller’s involvement in unethical activities including decreasing wages, mistreating employees and eliminating competitors can be justified by their investment in philanthropic activities as limited governance in the 19th century meant that they were not acting in an illegal manner although they were perceived as being unethical.
[bookmark: _Toc512614073]7.0 Merits of Philanthropic Activities in the 21st Century
	There are numerous advantages able to be attained by a business operating in the 21st century with regards to the investment in philanthropic activities, the first being community support. This is upheld by (Lacoma, 2018) whom states that “using profits derived from the community to benefit the same community (filled with its customers) enables businesses to greatly improve their prospects of future revenue flows”. Thus, this suggests that consumers will be more inclined to purchase from a business that invests in philanthropic activities within their community therefore leading to the increase in sales and the organisation’s overall profit figure. Moreover, it has also been uncovered that the practice of philanthropic activities allows businesses to increase long-term profits through positive public relations whilst being able to meet their customers’ demand (Diggs, 2017). Additionally, a study conducted by (Nielsen, 2014) found that “55% of consumers said they would pay more for products and services from companies that are committed to positive social and environmental impact”. Thus, implying that charitable businesses are able to charge higher prices therefore increasing the overall profit for the organisation and therefore proving the investment in philanthropic activity as being beneficial. Furthermore, the investment in philanthropic activity allows businesses to attain the economic benefit of tax reductions. This is supported by (Kokemuller, 2018) whom states that “corporations are able to deduct all contributions to public and private 501(c)(3) (tax exempt) organisations, up to 10 percent of the company's taxable income. As most companies don't exceed this threshold in their giving, this means they get the full tax deduction on the amount donated to charities”. In contrast to this, it has been identified that “critics of charitable giving suggest it is irresponsible for companies to give away large amounts of money that could be invested in business growth or distributed to company owners through dividends or earnings payments” (Kokemuller, 2018). However, consumers’ increasing interest in businesses philanthropic activity in recent years therefore proves the strategy as being beneficial for a business operating in the 21st century.
[bookmark: _Toc512614074]8.0 Conclusion - Rockefeller and Carnegie – Robber Barons, Captains of Industry or Philanthropists?
	In my opinion, Rockefeller and Carnegie were both highly driven businessmen willing to exploit any means possible in order to achieve the success they desired. The limited corporate governance in the 19th century ultimately allowed Rockefeller and Carnegie to act in an unethical manner in order to achieve their goals, as during the time period this was considered legal practice. However, acting unethically led to the negative perception of both businessmen, with many people considering them as ‘Robber Barons’. It has been uncovered that the term ‘Robber Baron’ was applied to a “businessman in the 19th century whom engaged in unethical and monopolistic practices, wielded widespread political influence and amassed enormous wealth” (McNamara, 2017). Although it appears that the term best fits Carnegie and Rockefeller, their contribution with regards to their philanthropic activities and to the industrial revolution must also be considered, which is why I consider both businessmen as ‘Captains of Industry’. A ‘Captain of Industry’ has been defined as being a “leader whose means of amassing a personal fortune has contributed positively to the country some way, be it through increased productivity, expansion of markets, providing more jobs, or acts of philanthropy” (Scranton, 2011). Both Carnegie and Rockefeller had a huge impact on the industrial revolution, transforming two of the greatest industries of our time with their bold visions, thus making them both ‘Captains of Industry’.
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