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Galbraith's "The New Industrial State": A Deep Dive into Modern Economic Power

John Kenneth Galbraith's seminal work, "The New Industrial State," published in 1967, remains a
cornerstone of economic thought, offering a profound analysis of the evolving power structures
within modern capitalist economies. Galbraith challenged conventional economic wisdom by arguing
that the traditional, competitive market model was no longer representative of reality. Instead, he
introduced the concept of the "technostructure," a powerful coalition of managers, engineers, and
technical experts who wield significant influence over corporate decision-making and, by extension,
societal outcomes. This article will delve into the core tenets of Galbraith's thesis, exploring the rise
of the technostructure, its impact on pricing and innovation, the role of advertising and modern
management, and the broader societal implications of this transformation. Understanding "The New
Industrial State" is crucial for anyone seeking to grasp the dynamics of corporate power and
economic policy in the 20th and 21st centuries.
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The Rise of the Technostructure in "The New Industrial
State"

John Kenneth Galbraith's "The New Industrial State" fundamentally altered the discourse on
economic power by identifying a new dominant force in modern capitalism: the technostructure. He
argued that the traditional image of the entrepreneur, the risk-taking individual capitalist, had been
supplanted by a collective of highly skilled individuals within large corporations. This



technostructure comprises managers, engineers, scientists, and other technical experts whose
specialized knowledge and collective decision-making capabilities are essential for the functioning of
complex, modern enterprises. The sheer scale and technological sophistication of post-war
corporations necessitated this collaborative approach, where individual ownership became
increasingly divorced from effective control.

Galbraith posited that within these vast organizations, power resided not with the shareholders, who
were often dispersed and passive, nor solely with top executives, but within this nexus of specialized
expertise. The technostructure's primary motivation, according to Galbraith, was not simply profit
maximization in the classical sense, but rather the pursuit of "acceptable" earnings, growth, and
stability for the organization. This stability was crucial for the technostructure itself, as it ensured
the perpetuation of their influence and the continuity of their careers.

The Imperatives Driving the Technostructure's Actions

The behavior and objectives of the technostructure, as outlined in "The New Industrial State," are
shaped by a set of inherent imperatives. These imperatives dictate the strategies and priorities of
modern corporations, moving them away from the simple pursuit of profit that characterized earlier
economic models. One of the most significant imperatives is the need for what Galbraith termed
"security." This security encompasses not only financial stability but also the protection of the
technostructure's own position and influence within the corporate hierarchy and the broader
economic landscape.

Another key imperative is the management of demand. Unlike smaller, competitive firms, large
corporations within the new industrial state face a less elastic demand for their products. To ensure
stability and continued growth, they actively seek to control or influence demand through various
means. This leads directly to the importance of advertising and marketing as essential functions of
the modern corporation, aiming to shape consumer preferences and create a predictable market for
their goods and services.

The imperative of growth is also paramount. Expansion not only signifies success for the corporation
but also provides opportunities for advancement and greater influence for members of the
technostructure. This drive for growth, however, is not always directly linked to consumer needs but
rather to the internal dynamics and objectives of the corporate entity. The technostructure's focus
on these internal imperatives distinguishes their decision-making from the classical economic actor.

Planning and Price Setting in "The New Industrial
State"

A central argument in "The New Industrial State" is that the emergence of the technostructure led to
a fundamental shift in how prices are determined. Galbraith argued that in industries dominated by
a few large firms - what he termed "industrial states" - the traditional model of price competition
effectively disappeared. Instead, these firms engaged in a form of "planning" where prices were not
set by the free play of market forces but were instead administered by the corporation's



management.

This price administration was a direct consequence of the technostructure's need for stability and
predictability. By planning prices, corporations could better forecast costs, manage investments, and
ensure a steady stream of earnings. This contrasted sharply with the price volatility experienced in
more competitive markets. The ability to control prices meant that these large firms were less
vulnerable to the fluctuations of supply and demand, and could more effectively shield themselves
from economic downturns.

Galbraith contended that this planning mechanism extended beyond pricing to encompass
production levels, investment decisions, and even research and development. The technostructure
sought to reduce uncertainty in all aspects of the business, thereby solidifying its own power and the
long-term viability of the enterprise. This shift from market determination to corporate planning
represented a profound departure from neoclassical economic theory.

The Role of Advertising and the Social Balance

Galbraith's analysis in "The New Industrial State" places significant emphasis on the role of
advertising and its impact on both the economy and society. He argued that advertising and other
forms of salesmanship are not merely tools for informing consumers but are essential instruments
for the technostructure to manage demand and ensure the success of their planned economy. By
creating artificial wants and desires, advertising helps to sustain the high levels of consumption
necessary for the continued growth and profitability of large corporations.

This focus on stimulating consumption, however, has profound implications for the allocation of
societal resources, leading to what Galbraith termed the "social balance." He observed that the
industrial state, driven by the imperatives of corporate growth and consumer demand management,
poured vast resources into the production of private goods - automobiles, consumer electronics, and
a plethora of other manufactured items. Yet, there was a relative neglect of public goods and
services, such as education, infrastructure, and environmental protection.

Galbraith suggested that the technostructure's focus on private consumption, amplified by
advertising, led to an affluent society in terms of material possessions but potentially impoverished
in terms of its collective well-being. The constant barrage of advertising creates a demand for
private goods that can overshadow the need for investment in public amenities. This imbalance, he
argued, was a direct consequence of the power wielded by the technostructure and its ingrained
priorities.

Innovation and the Management of Demand

In "The New Industrial State," innovation is presented not as a spontaneous outcome of market
competition but as a carefully managed process within large corporations, intrinsically linked to the
management of demand. Galbraith argued that the significant capital investment required for
research and development (R&D) within these large firms necessitates a degree of certainty



regarding the market reception of new products. The technostructure, therefore, invests in
innovation not simply to create better products but to create markets for them.

This leads to a situation where innovation is often incremental, focused on product differentiation
and the creation of new wants rather than radical technological breakthroughs that might disrupt
existing market structures. The technostructure's goal is to ensure that its investments in R&D
translate into predictable sales and profits. Advertising and marketing play a crucial role in this
process, creating a demand for the newly innovated products and ensuring that they are desired by
consumers.

The symbiotic relationship between innovation and demand management means that the direction of
technological progress is heavily influenced by the objectives of the technostructure. It is geared
towards sustaining and expanding the existing industrial system rather than addressing broader
societal needs that might not be profitable to pursue. This creates a self-perpetuating cycle where
innovation serves the corporation's need for growth and stability.

The Pervasive Power of the Corporation and its
Influence

Galbraith's "The New Industrial State" is fundamentally a treatise on the distribution of power in
modern economies. He argues that the sheer size, economic might, and organizational sophistication
of the large corporation grant it a level of influence that extends far beyond the confines of the
marketplace. This power is not merely economic; it permeates political and social spheres as well,
shaping public policy and influencing public opinion.

The technostructure, as the controlling intelligence of these behemoths, wields this power to protect
its interests and perpetuate its own dominance. This influence is often exerted through lobbying,
campaign contributions, and the cultivation of close relationships with government officials and
regulatory bodies. The state, in turn, often acts in ways that support and reinforce the objectives of
the industrial state, creating a feedback loop of mutual benefit.

Furthermore, the widespread availability of goods and services produced by these corporations,
coupled with sophisticated advertising, shapes societal values and aspirations. The technostructure's
ability to define what is desirable and necessary contributes to a consumer culture that reinforces
the economic system it operates within. This pervasive influence raises questions about the actual
locus of control in a modern economy and the extent to which democratic principles are upheld.

Critiques and the Enduring Relevance of "The New
Industrial State"

While profoundly influential, "The New Industrial State" has also faced considerable criticism since
its publication. Some economists have argued that Galbraith overstated the power of the
technostructure and underestimated the continuing influence of market forces, even in large



corporations. Critics also point to the increasing globalization of markets and the rise of new
competitive landscapes as factors that mitigate the unchecked power of established industrial states.

Another line of critique suggests that Galbraith's focus on internal corporate planning might
overlook the role of entrepreneurship and innovation that can still emerge from smaller firms or
disruptive technologies. Furthermore, some argue that the book's conclusions about advertising and
consumer manipulation are overly deterministic, failing to account for consumer agency and the
diversity of purchasing motivations.

Despite these critiques, the enduring relevance of "The New Industrial State" is undeniable. The
core concepts Galbraith introduced - the technostructure, price administration, and the social
balance - continue to provide valuable frameworks for understanding the structure and operation of
modern economies. The concentration of economic power in large, multinational corporations, the
influence of corporate lobbying on policy, and the ongoing debate about the balance between private
consumption and public investment all echo Galbraith's original insights. His analysis remains a vital
lens through which to examine the relationship between corporate power and societal well-being.

Conclusion: The Lasting Legacy of Galbraith's "The
New Industrial State"

John Kenneth Galbraith's "The New Industrial State" remains a profoundly insightful and challenging
examination of the fundamental shifts in economic power that characterized the mid-20th century
and continue to resonate today. By identifying the "technostructure" as the true locus of control
within large corporations, Galbraith moved beyond traditional economic models to explain the
complex decision-making processes that drive modern industrial economies. His arguments
concerning price planning, the crucial role of advertising in demand management, and the resulting
"social balance" between private affluence and public deprivation offer enduring frameworks for
analysis. While subject to critiques regarding the extent of corporate power in an increasingly
globalized and dynamic world, the core tenets of "The New Industrial State" provide an
indispensable perspective for understanding the interplay between corporate imperatives,
technological advancement, and societal outcomes. The book's legacy lies in its ability to prompt
critical reflection on who truly holds power and how that power shapes the economic and social
landscape we inhabit.

Frequently Asked Questions

What is the central thesis of Galbraith's 'The New Industrial
State' regarding the role of corporations?

Galbraith's central thesis is that in the 'new industrial state,' large corporations, driven by their
internal planning and management systems ('the technostructure'), have become the dominant
economic and social force, superseding the traditional market forces of supply and demand.



How does Galbraith explain the power of the
'‘technostructure'?

The technostructure, composed of managers, engineers, scientists, and other professionals, holds
power due to its collective knowledge, expertise, and control over the planning and execution of
production within large corporations. They prioritize stability, growth, and predictability over profit
maximization in the traditional sense.

What is 'originality’ in Galbraith's context, and why is it
important?

Originality, for Galbraith, refers to innovations that are novel and require significant planning and
investment. The technostructure actively suppresses or controls originality by developing new
products, processes, and markets through meticulous research, development, and marketing, thus
reducing uncertainty.

How does 'The New Industrial State' contrast with neoclassical
economic theory?

'The New Industrial State' challenges neoclassical economics by arguing that the market is not a
self-regulating entity driven by consumer sovereignty. Instead, large corporations, through their
planning and marketing, create demand for their products and exert considerable control over
prices and production.

What does Galbraith mean by '‘compensating feedback' and its
role in corporate stability?

Compensating feedback refers to the mechanisms by which the technostructure adjusts its plans and
actions to counteract unforeseen events or disruptions. This feedback loop allows corporations to
maintain stability, predictability, and achieve their long-term goals despite market uncertainties.

What are some of the lasting legacies or critiques of
Galbraith's ‘'The New Industrial State' in contemporary
discussions?

The book remains influential in discussions about corporate power, the influence of technology on
economic organization, the role of advertising, and the debate between market efficiency and
planned economies. Critiques often focus on whether the technostructure's power is as absolute as
Galbraith suggests, or if market forces and competition still exert significant influence.

Additional Resources

Here are 9 book titles related to Galbraith's The New Industrial State, with descriptions:

1. The Affluent Society
Galbraith's earlier seminal work, this book critiques the post-World War II American economy. It



argues that while private affluence has dramatically increased, public poverty and the neglect of
public goods persist. Galbraith highlights the role of "social balance" in creating a more equitable
society by addressing the imbalance between private and public wants.

2. The Economics of Minimum Wage and Maximum Wage

This title, though not a direct Galbraith work, represents a key area of discussion within his critiques
of corporate power. It would likely explore the economic implications of wage controls in large
corporations, a concept relevant to Galbraith's concerns about managerial discretion and the
distribution of wealth. Such a book could examine how setting limits on executive compensation and
ensuring a living wage for workers might impact corporate behavior and societal inequality.

3. The Anatomy of Power

In this book, Galbraith delves into the nature of power in modern society, extending his analysis
beyond the economic sphere. He examines the different sources and manifestations of power,
including its ownership, its association with expertise, and its role in shaping public opinion and
policy. This work provides a broader understanding of the forces that influence decision-making
within complex organizations and governments.

4. The Great Crash 1929

This historical account by Galbraith meticulously details the events leading up to and the aftermath
of the Wall Street Crash of 1929. While focusing on a historical period, it lays the groundwork for
understanding the speculative bubbles and market dynamics that can arise in advanced capitalist
economies, a recurring theme when discussing the power of large economic entities. The book
serves as a cautionary tale about the inherent instabilities within financial systems.

5. The Culture of Contentment

Galbraith examines the societal consequences of widespread affluence and the resulting
complacency it engenders. He argues that the beneficiaries of the existing economic system become
resistant to changes that might address social problems or redistribute wealth. This contentment, he
contends, leads to a neglect of critical issues and the reinforcement of existing power structures.

6. The Predator State: How Jumbo-Sized Government is Undermining Our Freedom and Prosperity
This title offers a contrasting perspective to Galbraith's views on concentrated power. It likely
critiques the expansion of government size and influence, arguing it can stifle individual liberty and
economic efficiency. Such a book would engage with the debate over the role of the state versus
private enterprise, a central tension in discussions about the "New Industrial State."

7. The End of Alchemy: Money, Banking, and the Future of the Global Economy

This book explores the complexities of modern finance and its impact on global economic stability. It
would likely touch upon issues of market regulation, the power of financial institutions, and the
potential for systemic crises. These are all areas relevant to understanding the financial
underpinnings and potential vulnerabilities of the highly integrated economies Galbraith described.

8. The Price System and Resource Allocation in a Planned Economy

While not directly from Galbraith, this title points to the economic mechanisms he analyzed. It delves
into how prices and resource allocation function within planned systems, offering a comparative lens
to Galbraith's focus on market economies dominated by large corporations. Such a discussion helps
illuminate the alternative models and the challenges of economic coordination.

9. The Invisible Hand: How Market Economies Have Been Shaped by Corporate Power
This title directly addresses the critique central to Galbraith's work. It would likely explore how the



idealized "invisible hand" of the market is, in reality, significantly shaped and influenced by the
concentrated power of large industrial corporations. The book would investigate how these entities
can manipulate market conditions, consumer demand, and even public policy to their advantage.
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