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galbraith the new industrial state 2, the enduring relevance of John Kenneth Galbraith's seminal
work, continues to spark debate and offer profound insights into the complexities of modern
economies. This exploration delves into the foundational principles of "The New Industrial State"
and examines its legacy, particularly in light of its second edition's updates and the ongoing
evolution of economic systems. We will dissect Galbraith's theories on the power of the modern
corporation, the role of management, the dynamics of market control, and the influence of
advertising and consumerism. Furthermore, we will consider how these concepts resonate today,
exploring the impact of technological advancements, globalization, and the digital age on the "new
industrial state" as envisioned by Galbraith. Understanding Galbraith's analysis provides a critical
lens through which to view the persistent concentration of economic power and the sophisticated
mechanisms that shape production and consumption in the 21st century.
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Understanding Galbraith's "The New Industrial State 2"

John Kenneth Galbraith's "The New Industrial State" is a landmark examination of the shift in
economic power from dispersed, competitive markets to concentrated, oligopolistic corporations.
This influential book, first published in 1967, argued that the traditional economic models based on
perfect competition were no longer applicable to the realities of the mid-20th century. Instead,
Galbraith posited that large corporations, characterized by their size, planning capacity, and
influence, had become the dominant economic actors, reshaping not only production and investment



but also societal values and political discourse. The book's enduring impact stems from its clear
articulation of these complex economic shifts and its critical perspective on the forces that drive
them.

The Core Tenets of the Original "New Industrial State"

"The New Industrial State" is built upon a foundation of several interconnected ideas that challenged
prevailing economic orthodoxies. Galbraith’s central thesis revolved around the concept of the
"planning system," which he contrasted with the "market system." In the planning system, large
firms possessed the ability to control their environment through strategic planning, thus mitigating
the uncertainties inherent in traditional market dynamics. This planning capacity allowed them to
manage prices, control demand through advertising, and insulate themselves from the vagaries of
the marketplace. The book meticulously detailed how this shift occurred and what its implications
were for economic stability, innovation, and social equity.

Key Concepts and Analysis

Central to Galbraith's argument in the original "The New Industrial State" were several key
concepts:

e The Planning System: This refers to the environment in which large corporations operate,
characterized by their ability to plan and control prices, production, and demand.

e The Technostructure: Galbraith identified the "technostructure" as the collective body of
experts, managers, scientists, and engineers within large organizations who collectively make
decisions, rather than a single owner or entrepreneur.

e Management of Demand: He argued that in the new industrial state, companies actively
manage consumer demand through sophisticated advertising and marketing campaigns,
creating wants rather than merely responding to them.

e The Imperatives of Industrial Planning: The need for long-term planning in industries with
high capital requirements and complex production processes led to the rise of firms that could
stabilize their economic environment.

e Separation of Ownership and Control: Galbraith highlighted how ownership of large
corporations had become dispersed among many shareholders, diminishing the direct control
of owners and empowering professional management, the technostructure.



The Significance of "The New Industrial State 2"

The second edition of "The New Industrial State," published in 1971, represented an update and
refinement of Galbraith's original analysis. While the core arguments remained intact, this revised
edition incorporated new economic developments and addressed emerging trends that had become
apparent in the intervening years. Galbraith recognized the need to revisit his thesis in light of
economic shifts and ongoing societal changes. "The New Industrial State 2" aimed to reinforce its
arguments by considering the practical implications and evolving landscape of corporate power and
its societal impact.

Updates and Revisions in the Second Edition

In "The New Industrial State 2," Galbraith made several notable updates and considered new
evidence to support his thesis. These revisions often focused on:

¢ Elaborating on the Technostructure: The role and influence of the technostructure were
further detailed, emphasizing its collective decision-making power and its insulation from
market pressures.

e The Role of Government: Galbraith explored the increasingly intertwined relationship
between large corporations and government, noting how government policy often served the
interests of the planning system.

e Internationalization of Business: The growing influence of multinational corporations and
their impact on global economies were beginning to be addressed, foreshadowing future
economic trends.

e Consumerism and Advertising: The analysis of advertising's role in shaping consumer
desires and creating demand was deepened, with greater emphasis on its persuasive and
manipulative potential.

Galbraith's Analysis in the Context of Contemporary
Economics

Galbraith's theories, first articulated in "The New Industrial State" and revisited in "The New
Industrial State 2," continue to hold significant relevance in understanding contemporary economic
structures. The dominance of large corporations, the strategic planning of production and pricing,
and the pervasive influence of marketing remain defining characteristics of many sectors. The
concentration of economic power in the hands of a few multinational corporations is a reality that
resonates with Galbraith's predictions. His emphasis on the management of demand through
advertising and the creation of artificial needs still accurately describes much of modern consumer
culture.



The Technostructure and Its Evolving Role

The concept of the technostructure is perhaps more pertinent today than ever before. In an era of
complex global supply chains, advanced technology, and data-driven decision-making, the collective
expertise of specialized managers, engineers, and analysts within large firms dictates corporate
strategy. The separation of ownership from effective control in publicly traded companies is a well-
established phenomenon. The technostructure, with its focus on corporate growth, stability, and
profit maximization, continues to drive economic activity, often prioritizing long-term planning over
short-term market fluctuations. This expert class wields immense influence over investment,
innovation, and employment decisions.

Market Power and Its Manifestations

Galbraith's critique of market power is directly applicable to today's economic landscape. Many
industries are characterized by oligopolistic or even monopolistic structures, where a small number
of firms dominate. These dominant players can exert significant influence over prices, stifle
competition, and shape market conditions to their advantage. The ability of these firms to engage in
strategic planning allows them to mitigate competitive pressures and ensure a degree of market
stability, a core element of Galbraith's planning system. This concentration of market power has
implications for consumer choice, innovation incentives, and the distribution of wealth.

Advertising, Consumerism, and the Creation of Demand

The role of advertising and its impact on consumerism, as analyzed by Galbraith in "The New
Industrial State 2," remains a critical area of study. Modern marketing and advertising campaigns
are sophisticated and pervasive, often aimed at cultivating desires and creating demand for new
products and services, regardless of genuine need. This process of demand management is a
hallmark of the contemporary industrial state, contributing to a culture of perpetual consumption.
The constant stream of advertising across various media shapes societal values and influences
individual purchasing decisions, reinforcing the cycle of production and consumption that Galbraith
identified.

The Legacy and Enduring Relevance of Galbraith's
Work

The legacy of John Kenneth Galbraith's "The New Industrial State" and its subsequent edition, "The
New Industrial State 2," lies in its enduring ability to provide a critical framework for understanding
the evolution of capitalism. His insights into corporate power, the planning system, and the
management of demand offered a prescient critique of economic trends that continue to shape our
world. The book challenged mainstream economic thought by highlighting the limitations of
traditional models when applied to large, complex organizations. Galbraith's work continues to
inspire critical analysis of economic structures, power dynamics, and their societal consequences.



The concepts introduced and refined by Galbraith remain vital for analyzing the economic forces at
play in the 21st century. As technology advances and globalization reshapes economies, the
fundamental dynamics of concentrated corporate power and sophisticated demand management, as
described in "The New Industrial State 2," persist. His work serves as a crucial reminder of the need
for critical engagement with economic systems and the forces that shape them.

Frequently Asked Questions

What is the central thesis of Galbraith's 'The New Industrial
State' in relation to the concept of the 'technostructure'?

Galbraith's central thesis in 'The New Industrial State' is that modern corporations are no longer
controlled by their owners (stockholders) but by a 'technostructure' - a coalition of managers,
engineers, scientists, and other professionals who possess specialized knowledge and expertise. This
technostructure dictates corporate goals and operations, prioritizing stability, growth, and planning
over pure profit maximization.

How does the 'planning system' differ from the traditional
market system in Galbraith's analysis?

Galbraith argues that the planning system, characteristic of large corporations, replaces the price
system of traditional market economics. In the planning system, corporations aim to control their
environment by managing demand through advertising and public relations, controlling prices
through market power, and ensuring stable inputs and outputs. This contrasts with the
decentralized, price-driven adjustments of classical market theory.

What role does 'surplus' play in the functioning of the
technostructure and the planning system?

Surplus, which is the difference between what a firm produces and what it needs to pay for inputs, is
crucial for the technostructure. It provides the resources for reinvestment, research and
development, advertising, and executive compensation. Galbraith suggests that the
technostructure's primary goal is to increase and manage this surplus, rather than maximizing
profits for shareholders.

How does Galbraith explain the persistent influence of
advertising and marketing in the 'New Industrial State'?

Galbraith posits that advertising and marketing are essential tools for the technostructure to
manage demand and create consumer desires for its products. In the planning system, demand is
not seen as an independent force but as something that can be shaped and manipulated by firms to
ensure the stable consumption of their output and the continuous growth of their surplus.



What is the relationship between the 'adversary procedure'
and the power of the technostructure according to Galbraith?

The 'adversary procedure' refers to the way in which the technostructure maintains internal
consensus and decision-making power. It involves the screening and filtering of information, the
suppression of dissenting views, and the framing of issues in a way that favors the established
direction of the organization. This process reinforces the dominance of the technostructure's
expertise and objectives.

How does Galbraith's concept of the 'New Industrial State'
challenge traditional economic assumptions about consumer
sovereignty?

Galbraith challenges the notion of consumer sovereignty by arguing that in the New Industrial State,
it is not consumers who dictate production through their preferences but rather corporations that
shape consumer desires through advertising and marketing. The 'dependence effect' illustrates this,
where wants are created by the process of production itself.

What are some of the societal implications or consequences of
the ‘New Industrial State' as described by Galbraith?

Societal implications include a potential for increased materialism and artificial wants, a narrowing
of public discourse to align with corporate interests, and a concentration of economic and political
power. Galbraith also notes a potential for the technostructure to pursue its own goals, which may
not always align with the broader public good.

In what ways has the 'New Industrial State' been interpreted
or critiqued in light of subsequent economic and technological
developments?

While some aspects of Galbraith's analysis, like the power of large corporations and the role of
marketing, remain relevant, critics point to the rise of the internet, globalization, and the gig
economy as factors that have diversified economic power and potentially weakened the absolute
control of monolithic technostructures. Others argue that the technostructure's influence has merely
shifted to different sectors or forms.

What does Galbraith suggest as potential sources of
countervailing power against the technostructure?

Galbraith identifies 'countervailing power' as the primary force that can check the unchecked power
of the technostructure. This includes organized labor unions, powerful agricultural cooperatives,
strong consumer organizations, and government regulation. These groups can emerge to offset the
market power of large corporations and protect the interests of consumers and workers.



Additional Resources

Here are 9 book titles related to the themes explored in Galbraith's The New Industrial State,
presented as requested:

1. The Rise of Managerialism: Power and Decision-Making in Modern Corporations

This book delves into the enduring influence of the managerial class, a central tenet of Galbraith's
work. It examines how professional managers, rather than shareholders, increasingly control
corporate strategy and resource allocation. The analysis explores the implications of this shift for
economic policy and the broader societal impact of large organizations.

2. Technocracy and the Corporate State: The Evolution of Economic Power

Focusing on the fusion of technical expertise and corporate governance, this title revisits Galbraith's
concept of the "technostructure." It traces the development of how specialized knowledge and its
proponents shape industrial production and market dynamics. The book scrutinizes the
concentration of power in the hands of those who possess and control technological information
within large firms.

3. The Imperatives of Scale: Large Enterprises and Economic Transformation

This work directly addresses the economic consequences of massive corporate scale, a key
observation in The New Industrial State. It investigates how economies of scale drive the structure
of industries and influence market competition and innovation. The book considers the societal
implications of increasingly dominant, large-scale enterprises in shaping national economies.

4. Managed Markets and Consumer Sovereignty: A Modern Reassessment

This title engages with Galbraith's critique of consumer sovereignty in the face of powerful
corporations. It examines how modern marketing and advertising strategies influence consumer
demand and preferences, challenging the idea of independent consumer choice. The book analyzes
the evolving relationship between producers and consumers in highly organized industrial sectors.

5. The Power of the Firm: Analyzing Corporate Influence in Contemporary Economies

This book offers a contemporary analysis of corporate power dynamics, echoing Galbraith's
foundational arguments. It explores how large firms wield significant influence over labor markets,
government policy, and technological development. The work assesses the mechanisms through
which these entities shape economic outcomes beyond mere market forces.

6. Planning and the Market: The Interplay in Advanced Industrial Societies

This title revisits the tension between planned economic activity within firms and the broader
market system, as explored by Galbraith. It analyzes how internal corporate planning often dictates
outcomes that appear to be market-driven. The book considers the extent to which advanced
economies are characterized by deliberate orchestration rather than pure market competition.

7. The Anatomy of Corporate Power: From Galbraith to the 21st Century

This book provides a historical and analytical journey, tracing the evolution of corporate power from
Galbraith's era to the present day. It examines how the core principles of the "new industrial state"
have persisted and transformed with technological advancements and globalization. The analysis
seeks to understand the enduring nature of concentrated economic authority.

8. The Technocratic Society: Decision-Making in an Age of Expertise
This title explores the rise of technocratic decision-making processes, a critical element of
Galbraith's analysis of the technostructure. It investigates how expert knowledge and specialized



skills become central to the operation and strategic direction of large organizations. The book
considers the potential benefits and drawbacks of expertise-driven governance within the industrial
sphere.

9. The Limits of Competition: Market Structures in the Global Economy

This work examines the diminishing role of traditional competition in many modern industries, a
theme resonating with Galbraith's observations. It analyzes how market structures are increasingly
dominated by a few large players, influencing pricing, innovation, and overall economic efficiency.
The book discusses the challenges posed by such concentrated market power in a globalized
context.
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