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                                                               Abstract 

 

American business mangers are facing two major global dilemmas. First, American style capitalism may self 

destruct if left on its current path and second the American business community may find it more difficult to compete 

with other business people from other industrialized nations. This paper addresses  the future concern of global 

market concentration connected to international acquisitions and mergers, the persistence of foreign governments to 

support corporate finance as well as the need for international antitrust laws.  

 

Introduction 

 

While the virtues of globalization have become a debatable issue among international business 

people, one thing appears certain and that is American managers will need to address their global 

strategies differently in the future. The purpose of this paper is to explore how aspects of the 

domestic business environment may be somewhat incongruent with business practices in the 

global environment and how this could ultimately impede the growth of the United States 

economy. In an effort to appreciate this potential dilemma, it is necessary to first understand how 

the U.S. economy got to where it is today and second to assume that Americans do not want to 

change the foundation of U.S. capitalism for fear that we may lose our heritage and international 

competitive edge. 

 

A brief history 

 

It is important to remember that United States capitalism came about more by accident than 

design. While the primary vision of America as seen by the founding fathers was political 

freedom, economic freedom (American capitalism) was more of an indirect happening. The early 



settlers of the United States were more concerned with the rights of individuals than central 

government direction. As a result the initial federal government’s role in the U.S. was minor and 

somewhat vague, which meant their responsibilities were generally limited to protecting the 

country and providing necessary public works. A government limited in scope meant that the 

need for individual income taxes did not exist. Social order was primarily maintained through the 

enforcement of broadly interpreted laws and the economy was viewed as lazier fare prior to 

1890. Unfortunately a lazier fare economy led to an environment of concentrated markets and 

wealth among privileged individuals sometimes referred to as robber barons.  

 

Although a “free” market economy can lead to concentrated markets if left totally unchecked, it 

does provide a very strong incentive to work hard and earn money. Thus as we look back at the 

underpinnings of the capitalist ideology that was encouraged by America’s initial political 

foundation, we observe the unique characteristics of private property, freedom of enterprise, 

competition, and limited role of government. As Milton Friedman said in his book Capitalism 

and Freedom, one cannot have economic freedom without political freedom. As mentioned 

earlier, the American economy transitioned from a totally free marketplace to concentrated 

markets by 1890. Hence by the turn of the 19
th

 century, U.S. Capitalistic ideology was 

compromised and needed to be put back on track through federal legislation known as anti-trust 

laws. These laws such as the Sherman Act, the Robinson Patman Act, and the Clayton Act are 

specifically designed to sustain competition within industrial sectors throughout the domestic 

economy.1  One could argue that the benign role of the U.S. government began to change with 

the passage of the Sherman Antitrust Act.         

 

Clearly antitrust laws incorporate economic concepts.  The statutory language is replete with 

references to “restraint”, “monopolization” and the need to avoid “lessening of competition.”  

However, it took some time for the courts to utilize such language in their efforts to resolve 

disputes.  In fact, price-fixing arrangements were protected if there was a showing of 

“reasonable” prices.  The courts were most interested in protecting competitive business 

practices and interpreted the antitrust laws by applying a variety of imprecise non-economic 

principles.    

 

Although antitrust law is generally viewed as concerned with protecting “competition” its 

meaning has often been unsettled and therefore the courts have been willing to consider non-

economic goals as well.  For example, some court observers have noted the courts’ concerns 

with local control over business firms as well as the maintenance of inter-firm  rivalry.2   In fact 

the courts have sometimes taken the position that non-economic principles should take priority 

over economic principles.3           

 



 

 

From 1890 – 1936 however, the U.S. economy was generally exempt (save antitrust 

enforcement) from direct government influence. It wasn’t until the onslaught of the Great 

Depression of the 1930’s that social and economy order was being challenged. With the massive 

economic upheaval of the 1930’s the government, with pressure from labor, began to pass 

legislation that addressed the depressed state of the economy. During the first few years of 

FDR’s administration, changes in economic policy did prompt an approximate 50% recovery in 

economic growth from 1933-1937. This recovery was not without a cost. Much of the business 

sector in particular was upset with the rapid increased role of government in the economy during 

the 1930’s. They accused the government of abandoning the initial capitalistic ideology that 

included a limited role of government. By 1936, John Maynard Keynes wrote his history making 

book The General Theory. Much of the Keynesian theory and economic prescriptions for getting 

the U.S. economy out of the Depression were adopted by the Roosevelt Administration at the 

time. By the late 1930’s there was little wonder that many members of the Washington 

establishment as well as Keynes were questioned by American business regarding a limited role 

for government within the American society.4 

 

In simple terms, Keynes called for the federal government to deficit spend (during an economic 

depression) to offset the lack of spending by the private sector. Once the economy recovered, he 

argued that the government spending should be decreased and allow private sector spending to 

sustain economic growth and balance the budget. The wisdom of the Keynesian theory was 

validated by government spending for World War II which gave rise to economic prosperity. 

After the war, many believed that the economy would lapse back to a depression without 



continuous government spending. Fortunately they were wrong. The 1950’s was a period of 

general economic prosperity and acceptance of Keynesian theory or what is also referred to as 

macro economics. By the late 1950’s, an economic recession had begun and the upcoming 

Presidential debate between Kennedy and Nixon was underway to make things right. John F. 

Kennedy became the first American president to adopt Keynesian macro economics in the early 

1960’s. Kennedy promoted a tax cut for the middle income earners as well as increased 

government spending for the space race. Later in the decade the Johnson Administration further 

increased federal spending in support of the Vietnam War. By 1965, excess government war 

spending prompted price inflation that lasted for about 15 years. While most of the decade of the 

1960’s was prosperous, the 1970’s became the worst period for the economy since the 

depression of the 1930’s. The 1970’s is remembered as the period of gas lines, wages and price 

controls, and shortages, all exacerbated by relentless price inflation. Much of the inflation of the 

1970’s was initiated by sudden sharp increases in crude oil prices.  

Prior to and during the 1960’s the Court rendered decisions that were most often supportive of 

the government’s position.    The U.S. Supreme Court in the mid 1970’s effectively restructured 

antitrust laws by adopting reasoning that was more economically based. For example in a series 

of cases United States v. General Dynamics Corp. 5 , United States v. Marine Bancorporation, 

Inc.6 , and United States v. Connecticut National Bank 7, it relied upon economic concepts and 

analysis to resolve the merger cases, 

 

 

 

Because of greater profits from foreign markets, American oil companies began to abandon 

several U.S. oil fields in favor of Middle Eastern oil. This created domestic shortages and 



required importing foreign oil at much higher prices. The 1970’s could be dubbed the decade of 

adjusting from domestic equilibrium for goods and services to world prices for oil and other 

commodities. This decade was in such a state of turmoil that the stock market (Standard & Poors 

500) only rose 3.6% from 1970 – 1979. Because Keynesian economics was created to deal with 

recessions and not inflation per se, it was of minimal value. This was the case because Keynesian 

economics was demand centered, which is to say that during a recession, the government was 

called upon to increase demand by spending. However, because the inflation of the 1970’s was 

primarily caused by the rising cost of commodities, cutting back on demand short of recession 

would not curb inflation during that period.  

 

During the early 1980’s under Reagan, the U.S. economy experienced a sharp recession and 

double digit unemployment. The recession broke the back of high commodities prices and hence 

the cost based inflation that dogged the 1970’s. In the aftermath of inflation, the Reagan 

Administration increased government spending and lowered income taxes for individuals as well 

as tax provided credits for business. The economy began to grow without inflation. With the 

exception of a brief recession and the end of Bush Senior’s Administration, the economy 

continued to grow through the 1990’s and into the new century, again with benign inflation. The 

absence of inflation for the past 25 years could be, for the most part, attributed to foreign 

imports, applied technology, downsizing, and rising productivity.  

 

In the aftermath 

 

As one reflects on the economic evolution from 1890 – 2006, several observations can be made. 

First, the role of government in the U.S. has gone from obscure to significant. Second, federal 

anti-trust legislation was put in place in an effort to preserve the initial intention of American 



capitalistic ideology and in particular to sustain the competitive nature of U.S. markets. Third, 

Keynesian macro economic theory has been widely accepted as policy for correcting recessions. 

Fourth, the manner in which some anti-trust laws have recently been applied has noticeably  

It must be noted that the composition of the U.S. Supreme Court has changed.  It now includes 

more Justices that better understand the business world and are more empathetic to it.   They are 

responding to calls for antitrust laws to be more consumer oriented.  Simply put federal court 

judges are now more economically astute then they have been in the not to distant past.   Some 

court observers are of the view that the courts are more prone to apply economically sound 

principles in their decisions. The widely acknowledged antitrust scholar Herbert Hovenkamp 

contends that the approach to application of antitrust laws taken during the Warren Court period 

that tended to focus upon providing protection to competitors as opposed to competition has 

ended.  8  

 

After World War II, the American economy was in good shape, while other economies around 

the world were decimated. Thus, the world focused almost solely on the U.S. economy from1946 

through approximately 1970. By 1980, it became obvious that other economies around the world 

had grown to formidable levels and began to provide direct competition to the U.S. economy in 

an environment that is now called globalization. At the end of 2006, the American economy was 

the strongest and produced more output than any other economy in the world. In addition, the 

U.S. economy could boast that it produced the richest man in the world. What type of economic 

environment can encourage a vast amount of individual wealth? The simple answer for the U.S. 

economy is that the ideals of private property, freedom of enterprise, competition, and a limited 

role for government were maintained even as a global environment has evolved. Going forward 



this can be a good news/bad news scenario. It would be good if the United States simply 

operated independently from the rest of world. In reality we know that cannot happen, so the 

question is can America stay true to its ideals if the rest of the world does not play by the same 

rules? 

 

What history taught us? 

 

As we review the above brief history for the U.S. economy, two main points become apparent. 

First, the role of the federal government has changed from being very minor in the economy to 

quite active today. The question is why? The early involvement of the federal government 

(approximately 1890) occurred when it became necessary to pass laws to ensure private property, 

freedom of enterprise and fair competition. By the end of the 19
th

 century, the U.S. economic 

landscape was riddled with trusts and monopolies and made competition (entry into certain 

industries like oil, railroads, etc.) nearly impossible. As time passed the government continued to 

pass more and more antitrust laws to “save” American capitalism. The implication: If a free 

market economy is left completely alone, it may likely evolve toward concentrated industries and 

cause a capitalist economy to implode under the weight of monopolies. A second point is that in 

spite of government’s influence in the economy over the past 116 years, the U.S. economy has 

become the most prolific in world history. Thus it would seem that Americans would want to 

preserve the ideals of freedom of enterprise, private property, limited role of government, and 

competition in an effort to sustain the drivers of a very successful economy. While the above is 

logical and makes sense to most Americans from a domestic perspective, there are potential 

global dilemmas. 

 

Global dilemma number one: a hypothetical case 

 



Let us suppose that a developing country (country x) is in need of a large power plant. Country x 

begins the process by soliciting construction bids from industrialized nations around the world, 

i.e. United States, Japan, and Germany. Let us further assume that a U.S. firm has the best design 

and submits the lowest bid. By most business principles, it would seem that the American firm 

would get the deal and probably would if the scenario had been limited to a domestic bid. 

However in an international environment, the process becomes more complex. Basic economics 

teaches us that in order for the U.S. offer (or any offer) to be accepted country x would need to 

possess both the willingness to buy and the ability to buy. In this hypothetical case we will 

assume that country x has the willingness to buy the best design, but does not have the ability? 

Most developing countries are chronically short of money. So again, it would be very likely that 

country x would want to buy from the U.S. firm but could not come up with the money in a 

timely manner. One of the other two competitors (Japan and Germany) may end up winning this 

international project because their approach to conducting business is at the core different than 

that of the U.S. How is it different? The central governments of both Japan and Germany play a 

far more intimate role with business than does the U.S. government.  In the U.S. the 

contemporary attitude of the federal government toward American business is more adversarial. 

That is to say, the U.S. government has a history of enforcing antitrust laws (and other laws) 

against certain business practices and certainly does not provide financial support to the private 

sector. But in the case of Japan and Germany, their central governments do in fact support the 

practice of financially helping companies close business deals both domestically and 

internationally. Therefore, in the above situation the governments of Japan and Germany would 

likely provide country x with the necessary financing that would provide them with the ability to 

accept the bid from one of the other two U.S. competitors. Does this mean that U.S. companies 



may have some future difficulty competing globally? In the type of example cited above, the 

answer is possibly. Do we want the American government to help provide long term financing to 

business in the global environment as is the case in Japan and Germany? No. Why? Because it is 

important to preserve our traditional ideals of limiting government relative to U.S. business 

practices. This is significant because individual incentives and creativity seem to flourish with 

less government intervention and as a result has produced some of the wealthiest individuals in 

the world.  

 

Global dilemma number two: a hypothetical case 

 

As mentioned earlier, a series of antitrust laws were passed over the last several decades in an 

effort to sustain competition within the economy. These laws were designed for the domestic 

economy and were vigorously enforced until around the early 1980’s. Prior to that period the 

literal interpretation of antitrust laws were closely upheld in an effort to sustain competition and 

acquisitions and mergers were infrequent. However from the early 1980’s forward there has been 

a flurry of acquisitions and mergers. This is a significant change. While the exact reason this 

change took place is beyond the scope of this paper, we can briefly speculate.  With the 

competitiveness of very large foreign corporations intensifying during the last several decades, it 

was apparently felt (during the Reagan Administration) that certain U.S. business sectors be 

allowed to merge in an effort to become more formidable global competitors. Thus it seems that 

there has recently been a reinterpretation of how the American Justice Department views market 

concentration and the enforcement of specific antitrust laws. Market behavior suggests that from 

the early 1980’s forward, the Justice Department began to pay less attention to acquisitions and 

mergers in terms of how they could concentrate markets and more on how acquisitions and 



mergers could encourage efficiency and productivity in the marketplace.  

 

Recently, acquisitions and mergers have not only increased more dramatically within the 

domestic scene but internationally as well. If the above continues at its current pace, it could 

ultimately be potentially risky for the survival of American capitalism. This can have major long 

term consequences for American managers. One must remember that capitalism as we know it in 

America has competition in the marketplace at the forefront. Thus American business people 

face a future dilemma. Do we continue to make the domestic economy more concentrated via 

acquisitions and mergers and lay the building blocks for less competition which undermines the 

capitalistic ideals? Further and potentially an even a larger dilemma, is that no group or body has 

the international authority to ensure the competitive nature of international business.  Global 

industries are becoming more and more concentrated, eg. -. automobiles, banking, oil and 

brokerage houses. 9  Would it not be ironic to find that as the United States has promoted free 

enterprise and competition around the world to find that the future of capitalism may implode 

under the weight of market concentration world wide?  Unlike the domestic economy where the 

Justice Department attempted to maintain competition, no one is in charge of maintaining 

competition in this new era of globalization. Can the future of international business end up 

much like the U.S. economy did in 1890? At that time we could implement domestic antitrust 

laws to maintain a level playing field, but who will come to the rescue of “capitalism” on a 

global scale? 

 

Future implications for the American manager 

There has been a good deal of literature written about how American business is focused on the 



short term e.g. quarter to quarter earnings and not necessarily the long term. While that may or 

may not be the case in the future, the issue becomes moot if markets become so concentrated that 

freedom of enterprise and competition are diminished or cease. Further, can American managers 

continue to successfully compete internationally if other economies are often supported 

financially by their government? Finally, there is no reason not to believe that the Chinese 

communist government will press for global competition without the central support of their 

business sector. 

 

While it is not the purpose of this paper to be prescriptive regarding dilemmas raised earlier, the 

authors would like to suggest potential lines of thought for American managers to ponder. First, 

it is obvious that the future is uncertain and America does not have direct control over the future 

direction of globalization. Second, it is safe to conclude that most U.S. business executives want 

to preserve the capitalistic ideals that made this country what it is today. Third, domestic and 

international markets (industries) are becoming more concentrated, which can be a threat to the 

general concept of American capitalism. So what can the domestic business community do to 

preserve its future? 

 

Pondering the future: a new type of thinking? 

If we want to safeguard our capitalistic ideals but are practical enough to admit that the march 

toward more and more acquisitions and mergers is likely to continue, why not focus on fostering 

the growth of small business in America in an effort to maintain competition, employment, and 

growth via investment tax credits, taxes, loan incentives, and other fiscal policies. Encourage and 

support the proliferation of mid-size business, particularly those in more concentrated U.S. 



industries. Consider allowing American corporations to join with other members of a given 

industry to collectively provide long term financing as part of the international bidding process. 

This may provide an avenue for domestic corporations to compete more effectively with the 

foreign government’s financing of their business. While this may appear to promote the global 

concentration of business practice, one must remember that we can no longer dictate world 

affairs. We can only react to the new global economic order that is emerging. Finally, and 

certainly not least, entertain a call for international antitrust laws that are designed to preserve the 

capitalistic march toward global capitalism. We can still provide direction and some influence in 

this important area of international commerce. While the above is not offered as a remedy for 

future dilemmas that American business managers are likely to face, it does argue for alternative 

thinking by U.S. business executives that plan to successfully compete in the 21
st
 century.  
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