Robber Barons vs. Captains of Industry vs. Philanthropists

1.0 Introduction

As legends of the American society of the last century, John Rockefeller and Andrew Carnegie are worth pursuing their lives. This article will analyze the governance of Rockefeller and Carnegie Corporation and discuss the principles of modern corporate governance. Both Rockefeller and Carnegie were committed to the development of philanthropy in the later period. This article will also analyze the role of philanthropic activities and the establishment of Rockefeller and the Carnegie Foundation.

2.0 Stakeholders, governance and philanthropic activities about John D Rockefeller and Andrew Carnegie

According to the stakeholder theory, for both John D Rockefeller and Andrew Carnegie, corporate stakeholders include shareholders, corporate employees, creditors, suppliers, retailers, consumers, competitors and so on. Generally speaking, the shareholders of an enterprise are the owners of the enterprise and they ask for maximization of the interests of the shareholders (Kakabadse, 2017). However, as an employee of a company, he hopes to obtain good working conditions and rich compensation. As corporate creditors and suppliers, they hope that they can obtain the company’s arrears as soon as possible and establish long-term relationships with them. For consumers, quality products and services are closely related to their interests. In general, companies need to balance the interests of all parties to maximize the company's profits (Themistokles et al, 2013).

Both John R. Rockefeller and Andrew Carnegie established the petroleum and steel powers respectively leading the American economy to leapfrog in the 19th century. However, from the perspective of corporate governance, there are both advantages and disadvantages in the governance of Rockefeller and Carnegie (Bhasin, 2017).

On the one hand, Rockefeller and Carnegie have spared no effort to maximize the company's interests. Senior management personnel behave honestly and ethically, especially in the face of conflicts of interest and the disclosure of financial statements. They can use the company’s interests as the core element in order to conduct effective corporate governance. Undoubtedly, Rockefeller and Carnegie are well-deserved outstanding managers. Under their management, Standard Oil Company monopolizes the US oil market, and Carnegie is also known as the King of Steel (Bartlett & Talley, 2017).

Nevertheless, corporate governance requires companies to focus on the interests of other stakeholders. Organizations should realize that they have statutory and other obligations for all legitimate stakeholders. Moreover, when the company seeks operating profits, it should be based on integrity and ethical behavior. The company needs to establish ethics for directors and administrators to encourage morality and responsibility in making decisions (Agrawal & Cooper, 2017). In 1870, Rockefeller's partner, Henry Flagler, had negotiated a deal with the New York Central Railway that gave Standard Oil a rebate of 35 per cent off the published charges – in return for guaranteed volumes. From this it can be seen that the Standard Oil Company is while pursuing profits, it takes into account the interests of consumers and other stakeholders. From a long-term perspective, the company's focus on oil quality shows the integrity of the standard oil company (Mercier, 2017).

On the other hand, from the perspective of the role of the board of directors, the board of directors should be able to assume the responsibility and the commitment to the work. However, the chairman and chief executive cannot be held by the same person and there is a mechanism to avoid conflicts of interest. In addition, the number of executive directors and independent non-executive directors should be appropriately proportioned to establish an independent monitoring role (Hermalin & Weisbach, 2017). However, it is clear that Standard Oil and Steel, Rockefeller and Carnegie are both dual presidents and CEOs. Although Rockefeller and Carnegie’s management capabilities are unusual, taking into account the company’s small and medium shareholders and external stakeholders, Rockefeller and Carnegie’s multiple roles cannot effectively balance their interests.

Moreover, from the perspective of stakeholders, company directors and senior executives always pay attention to balancing the interests of all parties in the process of operation. However, due to the maximization of shareholders’ interests, the interests of other stakeholders, such as employees, have become negligible. Now, take the strike of the steel company as an example (Premuroso & Bhattacharya, 2018). In 1892, a fierce labor strike took place in the steel factory in Pennsylvania for the reason that union workers protested the pay cut. However Carnegie Steel's general manager Henry Cray Frick locked the workers outside the factory gate and called the police. It can be seen that the steel companies under Carnegie’s leadership did not take into account the interests of the workers. It can be said that in the interests of the shareholders of the company, the salaries of the workers are necessary sacrifices (Themistokles et al, 2013).

Modern corporate governance principles include that an organization should respect the rights of its shareholders and help shareholders to exercise their rights through effective communication, allow shareholders to understand the content more clearly, encourage them to participate in daily meetings, respect the interests of other stakeholders, and properly perform the duties of the board of directors. Moreover, it is important to ensure integrity and morality. Companies need to establish ethics for directors and administrators to encourage ethical and responsible decisions when making decisions (Kakabadse, 2017). In addition, the necessary transparency is the basic way to help the public understand the public's understanding of the status of the board and the company.

It can be seen that the principles of modern corporate governance take into account the interests of stakeholders, and on the basis of ensuring the company’s legal compliance operations and maximizing profits, it enables stakeholders such as small and medium shareholders, consumers and suppliers to better understand the company. The business conditions in order to effectively make investment decisions. Undoubtedly, this is blessed (Debicki, Robert & Sobczak, 2017).

Philanthropic activities contribute to corporate wealth creation. Firstly, charitable activities can bring moral capital to the company and provide protection for the company's relationship assets (Topooco et al 2017). Secondly, philanthropic event can improve the corporate image and improve the company's reputation. The positive image and good reputation can help the company obtain the support of stakeholders.  Thirdly, philanthropic activities can also directly add value to the company. Charitable activities can create a favorable business and institutional environment for the company, form a specific competitive advantage, and effectively enhance the value of the company.

In 1911, the American steel giant Carnegie founded the "New York Carnegie Foundation" and laid the foundation for modern charity. In 1913, John R. Rockefeller founded the Rockefeller Foundation with the aim of "promoting common prosperity for all humankind" and was committed to improving the lives and livelihoods of the poor and marginalized people around the world. The Carnegie Foundation and the Rockefeller Foundation have undoubtedly made tremendous contributions to the United States and even to modern philanthropy. Whether it is medical care, technology or education, both foundations have provided tremendous help. However, although the Carnegie Foundation and the Rockefeller Foundation have all paid a lot in the follow-up, it is undeniable that the standard oil company at the beginning of its establishment had obtained an excess of the wages of the workers by squeezing the competitors’ monopoly of the oil market (Leccese, 2017). Therefore, although late Rockefeller and the Carnegie Foundation made tremendous contributions to humanity, it cannot legitimate the past actions of John D. Rockefeller and Standard Oil, and Andrew Carnegie and Carnegie Steel.

In the 21st century, companies pay more attention to fulfilling their social responsibilities. More companies invest in philanthropic activities. Corporate philanthropic helps improve sales performance, enhances social image, and enhances internal corporate agglomeration. While companies spare no effort to do philanthropic, charitable activities also contribute to the further development of the company.

Firstly, corporate philanthropic promotes the development of philanthropy. Corporate philanthropy has promoted the development of philanthropy. The funds of philanthropic organizations mainly come from three aspects: government funding, corporate donations, and individual donations, among which corporate donations occupy a large proportion and are rising year by year. The participation of enterprises in philanthropy has greatly promoted the sound development of philanthropy (Carnegie, 2016).

Secondly, corporate philanthropic helps improve corporate image. In a study on corporate donation strategies conducted by the “Auspicious Enterprise Survey” organization of the United States, a statistical analysis of the 463 sample answers to “What benefits does the donation bring to the company?” shows that improving the company’s image and improvement Employee participation and morale are the most important benefits. It can be seen that the greatest return of charitable participation to the company is to enhance the social image (Singh, Teng & Netessine, 2017). Since the 1950s, the traditional methods of enhancing corporate image, such as ensuring product quality, strengthening after-sales services, and responding to consumer complaints, have been adopted by most companies in increasingly fierce market competition. Decline gradually. Under such circumstances, philanthropy is undoubtedly the best entry point. People have already collectively referred to enterprises as a “public-interest public relations” by participating in charities and public welfare undertakings to enhance their image. Every time an enterprise participates in social welfare undertakings, it will bring about a good display of its corporate image, an increase in popularity and credibility, an increase in product market competitiveness and an increase in the economic efficiency of enterprises (Williamson, Leat & Scaife, 2017).

Thirdly, corporate philanthropic helps improve sales. The United States' "Strategic Management News" survey of 469 companies from different industries in 1997 concluded that there is a very significant positive correlation between the sales return and the company's social welfare achievements. This shows that corporate philanthropic contributes a lot to the business performance (Pill, 2018).

Last but not least, corporate philanthropy is conducive to enhancing the internal cohesion of the company. According to Marx Weber's point of view, the biggest drawback of companies is the lack of emotional interaction among internal members, which in turn is in tune with the indifferent urban living situations. The use of charitable activities as an emotional link can enhance the company’s internal affinity and cohesion to a large extent, and optimize employee performance. This is also the direction of efforts of modern mature companies (Economidou, 2017). Generally, there are two ways: to help each other in the enterprise and to carry out charitable activities. Through launching employees' participation in charitable activities and volunteering, the company allows its employees to fully reflect their social values, enhance their social responsibility, and cultivate a good moral outlook for employees, who are everyone and I am everyone. This will increase morale and increase the internal cohesion of the company (DongHyun, 2017).

Throughout the life of John Rockefeller and Andrew Carnegie, I think John D Rockefeller and Andrew Carnegie have been called many things good and bad. In my opinion, they can be put into 3 categories: Robber Barons Captains of Industry Philanthropist in their different stage as the follows.

In the early days of Rockefeller and Carnegie creating oil and steel powers, they all played the role of robber baron. In the early days of their business, they were desperate to squeeze their competitors and gain all their wealth by pressing workers and other means. By mid-term, standard oil companies and steel companies have taken up monopoly positions in the US oil and steel markets, respectively. At this time, Rockefeller and Carnegie are industrial leaders (Dahdah, 2017). At this point, they began to realize that it is necessary to pay attention to the interests of consumers, employees, suppliers and other parties. Afterwards, the founding of the Rockefeller Foundation and the Carnegie Foundation showed that Standard Oil and Carnegie Steel began to engage in human philanthropy. At this time, Rockefeller and Carnegie were both qualified philanthropists (Afik, Levy & Katz, 2018). They used the huge wealth gained in the previous period for the return of human society, and created tremendous contributions for human society in science, medical care, and education.

Conclusion

[bookmark: _GoBack]Corporate directors and senior executives need to balance the interests of various stakeholders in corporate governance. Standard Oil Company and Carnegie Steel Company at an early stage committed themselves to sacrificing the interests of workers, etc. to obtain excess returns. Both Rockefeller and Carnegie set up foundations in the latter part of the year to use the proceeds earned in the previous period to return to society. It can be said that they started as robber baron, became industrial leaders, and then went to philanthropists. Therefore, a simple definition of their business career is a behavior that does not respect the facts. Their early brutal market plundering brought development and innovation to society, and accumulated their capital for charity.
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