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Drawing on work from business, social, and labor history, this article
reinterprets the early domestic US computer industry in its broader
economic and political context. Contrary to popular imagination, the
early computer industry emerges as one devoted primarily to govern-
ment business, liberal in its political leanings, and with a paternalist
corporate culture profoundly shaped by the threat of unionization.

A great deal has been written about the early
days of the American computer industry, but
most work has been tightly focused on tech-
nical developments or on the internal stories
of particular firms. This article reinterprets
the early domestic US computer industry in
its broader economic and political context,
drawing on work from business, social, and
labor history. Its genesis came from my partic-
ipation in the Software for Europe project, for
which Americanization emerged as a major
concern. However, it is intended more as a
complement to the project’s work on this
theme than a contribution to it. Americaniza-
tion is a concept used primarily outside Amer-
ica, in a variety of contexts. Framing global
modernization as ‘“Americanization,” how-
ever, often enshrines a cartoonish vision of
America: a colossus of materialism, prosper-
ity, high technology, crassness, and unreflec-
tive action.

Within this context, the American com-
puter industry might be assumed, particularly
by Europeans, to be an exemplar of free market
enterprise, entrepreneurial innovation, un-
unionized work, and ruthless individualism.
But this is not entirely true. Neither is it easy
to pin down what is or is not definitively Amer-
ican. Americans do indeed talk a great deal
about the essence of America and its special
place in the world—an idea captured nicely
in Superman’s eternal fight for “Truth, Justice,
and the American Way.” Yet, as Americans
themselves are well aware, fidelity to the true
soul of America is a rhetorical position often
claimed by both sides in the debates that
have gripped the country since its founding.
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In the pages that follow, I situate the early
computer industry within some of those
debates, as a paradigm of one particular kind
of Americanness. This article is a synthesis
and reinterpretation of the existing literature,
much of which has a narrow or technical
focus. Contrary to popular imagination, the
early computer industry emerges as one de-
voted primarily to government business,
liberal in its political leanings, and with a
paternalist corporate culture profoundly
shaped by the threat of unionization. Its
roots go back to the office equipment industry
of the 1880s, which by the 1920s developed as
a leader in the welfare capitalism movement.
I focus particularly on the shifting political
economy of the US from the 1930s onward,
as dramatic expansions in federal govern-
ment activity during the New Deal, World
War II, and early Cold War made it the lead-
ing creator of demand for administrative
technology and technical computing services.

By the 1960s, the computer industry
embodied American leadership in the world
of high technology, and its leading compa-
nies represented a new vision of America
as a place of political consensus in which
business and government worked closely
together, workers enjoyed excellent benefits
and conditions, and technological advances
created a more efficient and orderly world.

‘’Corporate liberal’’ roots

America’s first standard commercial com-
puter, the Univac I, was installed in the US
Census Bureau in 1951. It is hard to talk
about an American computer industry prior

1058-6180/10/$26.00 © 2010 IEEE



to this date, despite the existence of a few
one-off development contracts. Nevertheless,
almost all the firms that would go on to com-
pete credibly in the computer market of the
1950s and 1960s were already in existence.
They just weren’t making computers yet."

The new industry developed rapidly. By
the mid-1950s, IBM had already established
its dominance of the US computer market.
People joked that the early computer indus-
try of the 1960s consisted of IBM and the
Seven Dwarves—Burroughs, Sperry Rand
(parent of Univac), Honeywell, NCR, General
Electric, RCA, and the Control Data Corpora-
tion. Although the American computer in-
dustry was a convergence of several streams
of technological and industrial evolution,
historians agree that the office machine in-
dustry was its most important antecedent.
Not only the mighty IBM but also Burroughs,
Univac, and NCR can trace their roots to the
early days of the office mechanization boom
in the late 19th century.?

Our knowledge of the internal cultures,
political roles, and typical worker experiences
within these firms remains surprisingly
skimpy. Indeed, reading the history of com-
puting literature it is often easy to forget
that these firms employed workers other
than managers or engineers. In fact, office
machine companies were prominent among
the “welfare capitalism” movement of the
early 20th century. Under welfare capitalism,
companies provided their workers with pen-
sion schemes, healthcare, recreation clubs,
and even housing. National Cash Register,
the firm where IBM’s Thomas J. Watson Sr.
learned the office equipment business, was a
leader in this movement during the 1910s
and 1920s. It was known for its worker sugges-
tion schemes, company picnics, adult educa-
tion offerings, sports grounds, and cultural
events. NCR even hired a welfare worker and
attempted to reform inhabitants of the local
slum.? Its leader, James Patterson, combined
this commitment to worker welfare with an
astonishingly capricious management style,
frequently purging his subordinates and, on
one occasion, the entire executive team.

Welfare capitalism was in part an exten-
sion of the Progressive Era’s reformist spirit
into business management and was closely
tied to the emergence of personnel manage-
ment as a corporate function and occu-
pational specialty. The American office
equipment industry boomed in part because
of the success these companies enjoyed
in promoting their machines as physical

manifestations of the vogue for systematiza-
tion, efficiency, and modernity. So it is not
surprising that many of them embraced a
similarly modern and progressive approach
to labor relations.* Elspeth H Brown has
recently shown that NCR made effective use
of its factory improvement schemes for pub-
licity purposes, using photography to create
a ‘“showcase for progressive business prac-
tices” that would ‘/circulate in a global
network of Progressive-era conferences, exhi-
bitions, and educational endeavours.”>

Watson carried welfare capitalism practi-
ces into IBM, although it was not until the
1930s that the company grew large and prof-
itable enough to support a similarly grand
array of schemes.® His son and successor,
Thomas ]J. Watson Jr., noted that during the
1920s “there was no money available to du-
plicate Patterson’s handsome factory build-
ings and his generous benefits programs.
Father used showmanship instead ... every
kind of fanfare was tried to create enthusi-
asm.”” Watson relied on cheaper measures
such as band concerts, baseball games, and
company outings rather than high wages or
formal pension programs.® Employees were
expected to sing from the company song
book and study Watson’s writings carefully.
Corporate events had the flavor of religious
revivals in which commercial success and
personal virtue were intertwined. Songs ech-
oed traditional Christian themes, putting
Watson in an almost saintly light. A recent
analysis of the IBM songbook identified
paternalism, evangelism, and celebration of
sales as its main lyrical concerns.’

These attempts to remake both companies
and workers into more perfect forms reflect
the faith of many American business leaders
in the special character and unique virtue of
their nation. Business leaders in favor of wel-
fare capitalism have been called ‘‘corporate
liberals” by historians. Politically, however,
even advocates of welfare capitalism were
usually no more tolerant of government in-
terference in their business, worker rights,
or labor unions than their conservative col-
leagues. Both sought unchecked power over
their workers and the elimination of social-
ist sentiment, whether this was achieved
through company-sponsored art classes and
sports leagues or, as was more traditional,
violent intimidation.

Administering the New Deal
America’s national love affair with capital-
ism, big business, and free markets did not
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survive the 1930s intact. Franklin Roosevelt
used the decade-long economic emergency
to justify a huge range of New Deal govern-
ment programs that would have been anath-
ema during a time of prosperity. Labor
unions were given legal backing, prices and
wages regulated, the banking industry was
fundamentally restructured under tight gov-
ernment control, a state pension scheme
was introduced, and millions went to work
on the government payroll engaged in recon-
struction projects.

Thomas J. Watson Sr. was Roosevelt’s clos-
est ally in the business community, some-
thing of a surprise as he had also expressed
great admiration for Roosevelt’s Republican
predecessors. One biographer suggests that
“Watson was apolitical; he identified with au-
thority and the repositories of power regard-
less of party.””'® Watson courted publicity,
giving himself and his firm a much higher
public profile than IBM’s status as a
medium-sized producer of specialized busi-
ness products otherwise warranted. His son
notes that Watson had managed to make
himself “much more famous” than IBM
itself.'’ At a time when most businessmen
were vilified by the popular press, Watson
established himself as the model of the
enlightened and forward-looking industrialist.

Watson had supported and helped to fund
Roosevelt’s election campaign. He continued
to speak out in favor of Roosevelt’s policies
even after the New Deal’s early radicalism
alienated the vast majority of corporate lead-
ers. From 1933, he would correspond with
the president on a weekly basis, volunteering
IBM’s services to perform statistical analysis
on the economic impact of New Deal pro-
grams.'? Watson Jr. recalls that his father
slept in the White House several times as
Roosevelt’s guest and was flattered by the
president’s attentions, which allegedly
included a proffered cabinet post as com-
merce secretary. He served instead ‘‘unoffi-
cially, as Roosevelt’s representative in New
York.” In this capacity, he entertained for-
eign dignitaries with lavish, quasiofficial din-
ners with business leaders during their visits
to the US.'?

Watson supported the right of workers to
unionize but remained keen to make sure
that his own employees did not choose to ex-
ercise it. In the 1930s, as most companies
practicing welfare capitalism cut back or
abandoned their programs, IBM bucked the
trend with higher wages, a pension system
begun in 1934, health insurance, and in
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1933, it built a country club open to all work-
ers. By the same year, piecework had been
abandoned at all IBM factories. He also fa-
vored promotion from within and education
programs for workers, providing workers
with the same kind of prospects for internal
mobility won by unionized workers.'*
David L. Stebenne has recently surveyed the
development of IBM’s personnel policies dur-
ing this era, drawing connections between
Watson’s management policies and his pub-
lic involvement with New Deal policies."®

One need not be a cynic to note that Wat-
son’s devoted support of Roosevelt and the
New Deal was in his firm’s own interest.
IBM’s tabulating business had its roots in
the contract Herman Hollerith received to
build machines for the 1890 US Census.
However from 1930 to 1932, immediately
prior to the New Deal, government business
accounted for only one or two percent of
the firm’s revenues (and was shrinking as
the census bureau returned equipment to
cut costs).'® Thanks to the New Deal, the fed-
eral government was growing rapidly at a
time when most private industries were un-
able to make new investments. The 1935 pas-
sage of the Social Security Act created a
massive new market for tabulating machines,
which were used to keep records for the pro-
gram and to issue payments. Social Security
payments were made via special checks
issued on punched cards, giving many people
their first sight of machine-processed data.

By 1937, IBM had already provided social
security offices around the country with
more than 400 tabulators and 1,200 key-
punches.'” As well as establishing the Social
Security Agency itself as a leading user of tab-
ulating machines, this—like other New Deal
initiatives—imposed new and complex record
keeping and reporting obligations on private
businesses, such as carefully documenting
wages and hours worked.'® This increasing
bureaucratization of employment also helps
to explain why payroll processing was estab-
lished as a key application for tabulating
machines by the 1940s.

In 1936, the first shipment of punched-
card machines to the Social Security Admin-
istration was made. IBM’s sales revenues,
which had been stagnant since the late
1920s, jumped by approximately 20% and
continued to rise rapidly for the rest of the
decade. Watson himself achieved new celeb-
rity as America’s highest-paid man.'” By
1940, IBM'’s revenues were more than double
its 1935 levels.?®



World War Il

Unemployment vanished after 1941
with America’s entry into World War II and
its industrial mobilization on an unprece-
dented scale to create the ships, planes,
vehicles, and other war supplies. This further
shifted the relations of business and govern-
ment, turning the government into the dom-
inant customer for manufactured goods
and adding thousands of executives to the
public payroll as temporary government
administrators.

Even the production of simple business
machines such as typewriters was determined
by production quotas and distribution prior-
ities set by the War Production Board.*!
NCR rolled out aircraft engines, gun maga-
zines, and rockets as well as inventing special
code-breaking equipment. Burroughs built
the famous high-precision Norden bomb-
sight, a special-purpose analog computer.
IBM produced guns and other military items
as well as delivering punched-card machines
in record numbers for wartime administrative
and technical computing purposes. Members
of the armed services were given special train-
ing with IBM punched-card machines, and
the firm sent experts to work with the govern-
ment in developing new procedures and
applications. IBM also built new products,
including mobile punched-card facilities for
field use by invading forces and new products
for the remote transmission of machine-
rereadable information via teletype and
encrypted radio.?? Tt contributed to opera-
tions research analysis for antisubmarine war-
fare and performed calculations for ballistics
and weather forecasting.?® Thanks to all
these wartime contracts, IBM’s revenues fur-
ther tripled between 1940 and 1945.%*

In 1945, as the war came to an end, many
worried that America would lapse back into a
recession when this massive stimulus was
withdrawn. In fact, years of pent-up demand
ensured that the economy continued to
grow, with high technology companies like
IBM, RCA, and General Electric leading the
way. The corporate liberals played an impor-
tant role in constructing the political econ-
omy of the early Cold War era and
stabilizing the conditions for their own
future success.

Welfare capitalism reborn

Nobody knew which New Deal measures
would become permanent when prosperity
returned. During the late 1940s, the coun-
try’s future direction was uncertain and

bitterly contested. Division of power between
employers, labor unions, and government
remained the key domestic political issue.
Harry Truman, Roosevelt’s successor, strug-
gled to deal with a wave of strikes. Republi-
cans pledged to roll back many New Deal
reforms. In 1946, campaigning with the
slogan “Had Enough?”’ they won a majority
in both houses of Congress.

The Taft-Hartley Act greatly limited the
scope of political action by unions, prevent-
ing them from funding political parties or
striking in support of other unions. It also
let the federal government break strikes and
forbade communists from holding office
within unions. In response to Taft-Hartley,
unions retreated from general political
involvement and the interests of the working
class in general, instead focusing on the di-
rect economic interests of their members.
The shift was cemented in the so-called
“Treaty of Detroit” agreed in 1950 between
the United Auto Workers union and the
major American car companies. This ended
a period of labor militancy and frequent
strikes. American business was partitioned
into union and nonunion sectors.

Companies could stave off the threat of
unionization if they provided competitive
wages and the other benefits enjoyed by
unionized workers. In his book Modern Man-
ors: Welfare Capitalism Since the New Deal,
Sanford Jacoby has persuasively argued that
the human resources policies adopted by
modern corporations of the 1960s were a
modernization and broad dissemination of
the traditions of welfare capitalism practiced
prior to the war by firms such as IBM and
NCR. Companies sought to bridge class
barriers by creating ““bonds of shared belief,
ethnicity, and gender” so that workers felt
themselves part of industrial communities
in which they aspired to rise through the cor-
porate ranks. Profit sharing and the creation
of internal labor markets bound workers
more closely to firms.?®

IBM and NCR fit this model, building care-
fully on their welfare capitalism traditions
and strong corporate culture while moderniz-
ing both for an era in which management
was based more on committee and less on
dictatorial whim. Elizabeth Fones-Wolf has
argued that World War II played a key role
in reviving welfare capitalism at firms such
as NCR, which had fallen on hard times in
the 1930s but took advantage of wartime
prosperity and decreased union opposition
to experiment with new programs aimed to
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win worker loyalty.?® They mirror Eastman
Kodak, one of Jacoby’s main case studies, as
leaders in the welfare capitalism movement
that retained their programs through the
depression, enjoyed prosperity during the
1940s and 1950s in technological niches
with little competition, and developed
highly distinct corporate cultures based on
the internal promotion of managers.

Their benefit programs and grievance pro-
cedures gave union organizers little to appeal
to other than resentment of managerial pater-
nalism. Thus, by the 1960s, both IBM and
NCR had taken steps to retire the most obvi-
ously paternalist elements of their cultures.
Watson Jr. was later critical of the ‘‘cult
like” atmosphere created around his father.?’
His father’s style of celebration with its public
carnivals, company songbooks, picnics for
thousands, rallies, and fireworks seemed out-
moded.?® At NCR, Patterson’s reign of terror
was followed in the 1950s by a calmer style
of leadership under Stanley C. Allyn. In his
autobiography, Allyn struck a similar balance
in honoring his predecessor but updating his
legacy, stressing the extent to which his own
initiatives, such as a golf course, a systematic
complaints system, and consultation with
workers, built on Patterson’s principles. He
lauded Patterson’s commitment to the well-
being of the workers while documenting his
tlaws and eccentricities.

IBM’s North American operations were
never unionized, but the threat of unioniza-
tion continued to shape its culture. Its
ballyhooed “open door” policy allowed
employees to go over the heads of their bosses,
even to Watson himself, with complaints or
neglected ideas. This was stressed within the
company and was also featured prominently
when Watson Jr. delivered a series of lectures
in 1962 on ““A Business and Its Beliefs.” Wat-
son claimed that this might make “many a
traditional manager’s blood run cold” be-
cause ““whenever a manager makes a decision
affecting one of his people, he knows that he
may be held accountable to higher manage-
ment for the fairness of that decision.”’?°

By 1969, IBM was introduced by the au-
thor of a history as “the world’s largest non-
union company,” having grown to more
than a quarter of a million workers and hav-
ing become America’s sixth largest industrial
firm measured by revenue.*° According to
Nancy Foy, author of a 1974 study of IBM’s
history and culture, “incurring a unioniza-
tion threat is a cardinal sin in IBM terms."”
She explains that in 1960 the manager of
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the firm’s Data Processing Division was
removed from his post after a subordinate
cut costs too aggressively and left workers
delicately hinting that unionization was
looking more attractive.®!

The culture of IBM remained a distinctive
blend of paternalism and Darwinian struggle
for survival. Lower-level employees received
more coddling, in part to ensure that union-
ization remained unattractive and turnover
minimal. They benefited from education pro-
grams, internal labor markets that offered the
chance of rising from low-level jobs into pro-
fessional positions, job security, and excel-
lent benefits.

Managers, on the other hand, especially at
the more senior levels, were at constant risk
of being removed from their posts if they
failed to meet targets or deliver promised
projects within time and budget targets.
They struggled mightily to win promotions.
Yet, they were not often fired. According to
Foy, ““once the company has selected a man
and trained him, it has assumed a responsi-
bility for him.” Managers who failed at one
task would be placed elsewhere. In reality,
the firm might just “put a man in a backwa-
ter where he can cause no trouble and then
forget him. Eventually the man in Siberia is
expected to retire or be paid off to leave—but
he is never directly ill-treated.””!

International engagement

Business leaders, among them Thomas
Watson, played an important role in shaping
America’s engagement with the world in the
years after World War II. While the ensuing
Cold War with the Soviet Union might
seem inevitable, in retrospect, it took several
chaotic years for a political consensus to de-
velop around this struggle. Initially, the dom-
inant Republican faction was fervently
isolationist, opposed to the formation of
NATO and the United Nations, deeply uneasy
about the Marshal Plan, and more focused on
the threat of unchecked government spend-
ing at home than of communism abroad.

Watson had been a champion of world
trade since the dark days of the protectionist
1930s, serving as head of the International
Chamber of Commerce in 1937. His faith in
the moderating influence of increased trade
with Nazi Germany and the USSR would
later cause some embarrassment.*? IBM
opened small operations in dozens of coun-
tries, many of them named ‘““Watson Busi-
ness Machines” rather than IBM. He toured
these scattered outposts frequently and with



great pomp, collecting medals from local dig-
nitaries. However, even at their interwar peak
in 1935, IBM'’s foreign operations accounted
for no more than $1.6 million of its $21 million
in revenue.*

Immediately after the war, the formation
of the UN created controversy within the
US. It reopened old partisan debates about
the proper level of American entanglement
with the outside world. Again, the corporate
liberals acted to support international en-
gagement. In particular, Watson Sr. was a fer-
vent UN supporter, committing IBM staff to
the support of its New York operations.®*
Among the attendees at Watson’s funeral in
1956 were Secretary of State John Foster
Dulles and UN Secretary General Dag Ham-
marskjold.>> Watson retained his belief in
world peace through world trade, creating
the IBM World Trade Corporation in 1949
to consolidate control of IBM’s international
business in the hands of his son Dick (actu-
ally Arthur) Watson. Upon its foundation, it
already included sales offices in 58 coun-
tries.>® IBM’s foreign operations grew even
more rapidly than its domestic business
over the following decades, and by 1973, it
provided most of the firm’s profits and
almost half of its revenues.®”

At NCR, Allyn shared Watson's belief in
the power of world trade to bring global
peace and prosperity and took part in UN
and Unesco delegations. Writing of his expe-
riences visiting German and Japanese subsid-
iaries immediately after the war, he claimed
“when we sat down to talk cash registers, ac-
counting machines and business operations
we needed no cultural, religious or social
interpreters. We spoke a common language,
believed in identical principles, sought
mutual objectives. ... [T]rade is perhaps the
best of all meeting grounds.”*®

The New Deal Order

In the elections of 1948, the Republicans
planned to retake the presidency, expand
their majorities in Congress, and repudiate
the New Deal once and for all. Yet, when
the votes were counted, Truman had pulled
off the biggest political upset of the century.
Democrats regained majorities in both cham-
bers, and the Republican assault on the New
Deal legacy was checked. Over the 62-year
period from January 1933 to January 1995,
the Republicans held majorities in the
House for just two years and the Senate for
just 10 years (six of those in the 1980s). An
unofficial block of Southern conservative

Democrats and conservative Republicans
held an effective veto over legislation for
most of this period.

Historians interested in the political econ-
omy of the US have come in retrospect to see
the entire period from Roosevelt’s election in
1932 to Regan’s triumph in 1980 as a single
era: the New Deal Order.*® It was character-
ized by government regulation of key indus-
tries (banking, telecommunications, airlines,
and public utilities); a patchwork of social
programs to support the poor, elderly, and
disabled; and industrial unions focused nar-
rowly on defending the interests of their
existing members, progressive taxation, and
a broadly Keynesian commitment to an
active role of the government in managing
economic cycles. By the 1950s, a similar gen-
eral consensus on foreign policy ensured that
both parties supported massive Cold War
defense spending, a global commitment to
fight against the expansion of communist in-
fluence, and the expansion of free trade.
While Democratic presidents were more like-
ly to push for the expansion of government
programs—most notably Lyndon Johnson'’s
hugely ambitious Great Society initiatives—
Republican presidents did not disrupt the sta-
tus quo. Even Richard Nixon, an exception-
ally divisive and partisan leader, extended
government oversight of industry with the
creation of the Environmental Protection
Agency. Only the economic crisis of the
1970s and the growing power of the conser-
vative movement brought this fundamental
consensus to an end.

The New Deal Order provided exactly the
foreign and domestic conditions best suited
for the growth of the computer industry dur-
ing the 1950s and 1960s. The values of inter-
nationally minded corporate liberals such as
Thomas Watson were triumphant, while the
combination of Cold War spending and a
booming international economy laid the
foundations for rapid and sustained business
expansion.

Stability in Congress encouraged modera-
tion of the domestic policies of successive
presidents. A popular military leader with
no obvious political beliefs, Dwight Eisen-
hower represented the liberal wing of the
Republican party in his successful 1952
campaign to reclaim the White House after
five successive defeats for his party. Eisen-
hower was a paradox. His administration
built the Cold War version of the New Deal
Order that would endure for decades. In
this sense, he deserves to be remembered as
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a transformational president, yet this trans-
formation consisted of accepting and
entrenching the fragile status quo that
existed at the start of his presidency.

In Eisenhower’s America, unions were nei-
ther outlawed nor freed from the restrictions
imposed by the Taft-Hartley Act. Govern-
ment regulation of key sectors of the econ-
omy was neither deepened nor abolished.
The Social Security system of state pensions
remained in place, but the US failed to follow
the pattern of other industrialized democra-
cies in creating a national healthcare system.

Eisenhower’s reassuring persona was
needed because the 1950s were not nearly
as dull at home or abroad as popular memory
would have it. Only in hindsight, and
through the monochromatic lens of televi-
sion, do the 1950s seem a time of inevitable
consensus, social conformity, and easy pros-
perity. While the economy grew strongly
over the decade, it did so in fits and starts,
with deep recessions in 1954 and 1958. The
Korean War took America by surprise toward
the end of Truman’s term in office, and in
early 1951, UN troops came close to suffering
an abject defeat at the hands of what was
then called “Red China.” During the 1950s,
the USSR posted record economic growth
rates, apparently outstripping those of the
US, and was stockpiling its own nuclear arse-
nal. In October 1957, the Soviets launched
Sputnik, triggering a wave of recriminations
within the US and a wholesale revamping
of the nation’s education in science and
engineering.

Military spending drove developments in
jet engines, rockets, atomic weapons, elec-
tronic components, and nuclear submarines.
The scientists and engineers engaged in these
projects viewed themselves as radical innova-
tors, creating new technologies, systems, and
managerial methods able to coordinate
projects of unprecedented ambition and
complexity.*°

Cold War spending ensured that the US
federal government was the world’s most im-
portant customer. Vast new high technology
industries grew up to serve its ever-growing
appetite for bombs, missiles, jets, electronics,
rockets, and ships. This played an under-
standable role in blunting the opposition of
business leaders to government spending.
At the end of his time in office, Eisenhower
famously warned of the danger of the mas-
sive new ‘“‘military industrial complex”
posed to the country’s traditional individual-
ist values.*!
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The corporate commonwealth

Eisenhower gave business leaders posi-
tions in his cabinet and established new net-
works of advisory councils to weave their
influence into policy making. The 1950s
and 1960s were a time of rapid and sustained
growth for American corporations. The S&P
500 (an index representing the 50 largest
publicly traded firms) fell in five of these
20 years, but never by more than 11 percent.
Each annual decline was made up several
times over the next year (with the exception
of 1969, which in economic terms was the
beginning of the troubled 1970s). During
this long boom, computer, electronics, and
other high-technology firms such as GE,
IBM, Xerox, Polaroid, DEC, Texas Instru-
ments, and ITT came to represent the new
mainstream of corporate America.

IBM in particular became a quintessential
blue chip stock, a “widows and orphans”
investment that would provide assured
dividend income for decades. Eisenhower
remained close with Watson until the latter’s
death. Indeed, Watson’s authorized biogra-
phy (ominously titled The Lengthening
Shadow) begins with the text of a short letter
Eisenhower wrote to Watson in 1949 urging
him to consider commissioning a biography
because ““an account of your life would be a
story of practicable achievement in the free
enterprise system that would be far more ef-
fective in support of my argument [against
paternalistic government] than almost any-
thing else could be.”*?

Eisenhower is remembered by historians
as the personification of what is often called
the “corporate commonwealth.” In his clas-
sic 1982 article, “Dwight D. Eisenhower and
the Corporate Commonwealth,”” Robert Grif-
fith provides the following summary of this
philosophy:

As president, Eisenhower sought to create a
noncoercive, self-disciplined, and harmoni-
ous society by limiting the New Deal state,
forging cooperative relations between busi-
ness and government, promoting social
harmony and consensus at home, and main-
taining a stable a Western-oriented interna-
tional order abroad.*?

As a “product of the organizational revolu-
tion that had transformed American life in the
twentieth century, a member of the new man-
agerial class that led the nation’s great public
and private bureaucracies,” Eisenhower felt a
natural kinship with his opposite numbers
in the corporate world.** The feeling was



mutual, and Thomas Watson built an increas-
ingly close relationship with Eisenhower from
the mid-1940s onward. Watson Jr. claims that
his father ““was using the Truman years to
build a relationship with the one American
he thought was as great as Roosevelt.”*> As a
head of the board of trustees, Watson led Co-
lumbia University’s search for a new president
and made the decision to offer the job to
Eisenhower, an appointment that one biogra-
pher suggests “was supported by many mem-
bers of the New York financial, management,
real estate, and political establishment” but
was opposed by many faculty members.*®
Once installed at Columbia, Eisenhower was
soon trying to bring together leaders of busi-
ness, labor, government, and professional
groups for cooperative long-term planning.
As president, he tried the same thing on na-
tional and international levels, believing that
global prosperity and American self interest
were inseparably intertwined.

As an editor of Eisenhower’s presidential
papers, historian Lou Galambos was particu-
larly well placed to understand the coevolu-
tion of corporate and political institutions in
this era. Galambos used Griffith’s phrase in
the title of his historical overview of American
business “The Rise of the Corporate Common-
wealth.””*” This reflects a national system that
had made a decisive break from the free market
and minimal government of American myth.
Galambos is most closely associated, however,
with another phrase: the “organizational syn-
thesis.” Introduced in a seminal 1970 article,
this historiographic position echoed Eisen-
hower’s own world view: that the shift to
‘“‘large national formal organizations... char-
acterized by a bureaucratic structure of author-
ity” and increasing professionalism had given
business, professional, religious, reform,
labor, and government organizations ““orien-
tation...values and. .. institutionally defined
roles” similar to big business.*®

This deliberate blurring of boundaries
politicized business leadership at the same
time it depoliticized government administra-
tion. The Cold War required a strong and
united America, committed to military
strength, the aggressive containment of com-
munist abroad, and social harmony at home.
The contentment of the American worker
was the best argument against communism,
and it would have been hard to make that
argument if the government had tolerated a
return to the pre-New Deal tendency to
beat, intimidate, and occasionally shoot
striking workers. Meanwhile, rapid growth

in living standards and corporate profits dur-
ing the 1950s and 1960s suggested that work-
er rights and corporate capitalism could
thrive together. After being nominated as
Eisenhower’s Defense Secretary in 1953,
auto industry executive Charles E. Wilson
defended himself from suggestions that his
huge holdings of company stock might
skew his actions in government with the
famous rejoinder that he believed ‘““what
was good for the country was good for Gen-
eral Motors and vice versa.”

This depiction of the early 1950s as a time
marked by the emergence of a centrist politi-
cal consensus in the face of a perceived Soviet
challenge might seem hard to square with
popular impressions of the era as a time of
witch hunts, loyalty oaths, Hollywood black-
lists, and the rampages of Senator Joe McCar-
thy and the House Committee on Un-
American Affairs. This new Red Scare led to
the purging from public life of anyone with
leftist sympathies (which in turn ensured
the Democratic Party’s natural role as a cen-
trist governing party in Congress). However,
McCarthy soon proved an embarrassment
to his own party and the anti-communist
cause. His extremism alienated many busi-
ness leaders, particularly those committed
to international trade. Watson Jr. claims in
his memoir to have attacked McCarthy as
dangerously undermining America with
“evil or unjustified suspicions” at the height
of the latter’s fame.*’

Computing in the corporate
commonwealth

Millions of Americans had their first expo-
sure to computer technology in 1952 when a
Univac correctly projected an unexpectedly
strong victory for Eisenhower in the presi-
dential election on the basis of a handful of
early vote totals. The prognosticating Univac
might be suspected of self interest, as the
Eisenhower years saw the computer industry
grow with astonishing speed. This was the
key period in establishing both the technical
and commercial viability of computers as
tools for administration, scientific calcula-
tion, and military control. Computers and
electronics came to symbolize America’s
booming high-technology business sector,
culminating in the stock market’s so-called
““tronics boom’” at the end of Eisenhower’s
term in which investors rushed to purchase
the stocks of firms with names such as Cir-
cuitronics and Videotronics, with little regard
to their actual prospects.
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Computer companies grew rapidly as an
increasingly crucial part of Eisenhower’s cor-
porate commonwealth. In part, this was a
natural extension of their existing strengths
in administrative technology. The US De-
fense Department was the world’s largest ad-
ministrative user of electronic computers.
Indeed, it was its growing array of incompat-
ible machines that inspired the DoD to nur-
ture the Cobol standard language and then
to spur compiler development by requiring
computer manufacturers to provide an im-
plementation of the language if they wanted
their computers considered for procurement.

Computer companies also moved quickly
to win government contracts in new military
markets far removed from their roots in
the office machine business. Burroughs,
renowned for its adding and bookkeeping
machines, became a major supplier of mili-
tary command and control systems. Office
machine conglomerate Remington Rand
became part of Sperry Rand, bringing exper-
tise in computer technology to a firm best
known for its specialized military automation
technologies such as the marine gyrostabi-
lizer, computer-controlled bombsights, auto-
pilots, and airborne radar systems. Other
firms that entered the computer industry in
the 1950s made similar transitions. Honey-
well pioneered thermostatic heating control,
but it built up defense production during
World War II and manufactured missile guid-
ance systems, bombs, land mines, and na-
palm for the US military during the Cold
War. Its computing business grew out of a
1955 joint venture with military electronics
firm Raytheon. GE had previously diversified
into the production of a range of equipment
for producers, industrial consumers, and do-
mestic users of electrical power. Expertise in
power and turbines led to major new govern-
ment contracts to build jet engines and
nuclear reactors.

IBM underwent a dramatic shift toward
defense work. Its first stored-program elec-
tronic computer to reach market, the IBM
701, was originally code-named the ‘““Defense
Calculator” and was launched as a response
to the outbreak of the Korean War.*® These
expensive number crunchers were designed
for scientific calculation and were ordered al-
most exclusively by defense contractors and
military installations to support the develop-
ment of airframes, missiles, turbines, and
atomic weapons. It was so closely associated
with the Cold War that the delivery schedule
was drawn up not by IBM but by the National
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Production Authority according to ‘‘the rela-
tive urgency of each situation.”*!

Even this, however, understates the im-
portance of the Cold War’s new political
economy to IBM'’s emergence as the com-
puter industry’s leviathan. Government
funds supported the development of crucial
computer technologies.>> These funds also
built up the emerging industry’s capacity.
In 1950, IBM accepted a government con-
tract to produce the world'’s fastest computer,
the Naval Ordnance Research Calculator
(NORC). According to Emerson Pugh, this
reflected a new policy of supporting the
firm’s move into electronic computers with
government funding. IBM gained ‘‘favorable
publicity, experience in design, construction,
and maintenance of a supercomputer, and
profits.””>3

Another government contract was to be
still more important. In 1953, IBM won an
initial competition to supply two prototype
computers for the massive SAGE air defense
network.>* Delivery of production models
followed from 1956 to 1963 as the system
entered operation. These were the largest
standard computers ever produced, with two
identical systems filling an entire floor in
each of the 23 SAGE command centers. Dur-
ing IBM’s first years in the computer industry,
from 1952 to 1955, it brought to market the
successful 701, 702, 704, 705, and 650 com-
puters. Still, 80% of its revenue from stored-
program computers over this four-year period
came from its contract to supply the snappily
named AN/FSQ-7 computer at the heart of
SAGE.> IBM also produced Bomb-Nav analog
guidance computers for use in B-52 bombers.
By the end of the 1950s, IBM had installed
well over 1,000 general-purpose computers
within the US, but over the entire decade, rev-
enue from these product lines was smaller
than that received from SAGE and the other
military computer contracts ($705 million
versus $792 million).5®

IBM faced a new antitrust investigation
from 1952 onward, centered on anticompeti-
tive abuses of its monopoly position in the
punched-card market. Watson Sr. refused to
sign a consent decree issued by a judge, but
his son’s 1956 decision to sign the decree
and make peace with the government over
his father’s objections signaled both the
final transfer of power within the firm and
the arrival of a new and less-personalized
managerial culture for the new era.®’

Watson Jr. quickly produced what he
claimed was the first formal organization



chart ever drawn of IBM, and he launched
the first in what became a regular series of
reorganizations to prune the dozens of exec-
utives reporting directly to the top and create
clearer areas of responsibility and account-
ability. A Corporate Management Commit-
tee was established. Rhetorically, at least,
the company’s management and design be-
came a more collegial affair. His father had
preferred an idiosyncratic management style
relying less on formal organization and
more on force of personality and constant
personal tinkering.

A few years later, Watson Jr. recalled, “In
late 1956 ... we called the top 100 or so peo-
ple in the business to a three-day meeting ...
we went into that meeting a top-heavy
monolithic company and came out of it
decentralized.””>® According to David Hart’s
recent analysis of the evolution of IBM’s rela-
tionship with the US government, however,
Watson Jr. continued his father’s pattern of
personally handling IBM’s political relation-
ships. Only in 1975, after his retirement,
did the firm establish a formal Washington
lobbying office, something Watson criticized
as ‘‘the worst way” to manage this
relationship.®’

Similar transitions were taking place in
other computer-producing firms. Allyn’s suc-
cessor at NCR, Robert Oleman, wrote that

Management by despotic rule, no matter how
benevolent, has today been almost universally
superseded; teams of specialists run the vast
majority of today’s large enterprises, and their
decisions are of necessity based on much
broader factors than those of a simpler era.®

General Electric, in particular, stood as the ex-
emplar of a new and distinctively American
approach to the professionalization of man-
agement in its commitment to decentralized
organization, its faith in the power of mana-
gerial education, and its attempt to create a
class of managers equipped with the tools to
manage any part of the company.

GE also popularized the use of a multidivi-
sional structure to manage a range of funda-
mentally different business units within a
single corporation. Under its decentralized
regime, managers were supposed to receive
considerable leeway to run their own parts
of the company, provided that they met
agreed performance targets. Talented young
managers were educated at Crotonville, its in-
ternal business school. As they rose through
the ranks, they were liable to be moved

many times, to different plants, different
states, and for the most successful, fundamen-
tally different businesses.®® Alfred Chandler
set the agenda for decades of work in Ameri-
can business history in 1962 with his book
Strategy and Structure, which mirrored the
mood of this era by presenting the multidivi-
sional form as the key technical innovation in
the emergence of the modern corporation.
A decentralized, multidivisional structure
could separate activities geographically as
well as by business area. Its adoption was a
crucial step in the evolution of American
firms into true multinational enterprises.®!

Continuity and conformity in the 1960s

Space limitations prevent a thorough dis-
cussion of the developments of the 1960s.
For American business in general, and the
computer industry in particular, however,
the decade was one of continuity rather
than revolution. In this sense, the corporate
commonwealth Eisenhower had established
lived on well into the 1960s. To corporate
leaders, particularly in the high-technology
field, the challenges and priorities of business
and government seemed to be growing closer
together. In his 1969 autobiography, Allyn
suggested that techniques pioneered by busi-
ness could and should replace the messy tra-
ditions of politic. He believed that ‘“the city is
in fact a corporation” and so can be best run
by experienced businessmen.®* Allyn funded
many civic projects and charities and claimed
that the selling and organizational skills of
business leaders made them natural experts
to run community affairs.

The Cold War remained at the center of
political discourse for much of the decade
and leaders were not ashamed to publically
tie their own interests to those of world free-
dom. In 1961, Dick Watson gave the keynote
speech at the annual meeting of the Systems
and Procedures Association, which was home
to what were called “‘systems men” in the US
and would have been called “organization
and methods” experts in the UK. Taking as
his theme “major world issues,” he warned
of the need to ““mobilize the resources of
the free world” to fight the forces of interna-
tional communism.®? After being rejected by
his brother as a possible successor to head
IBM, Richard Nixon named Dick Watson
Ambassador to France in 1970, repaying sup-
port during his election campaign.®* How-
ever, Dick’s growing alcoholism led to the
end of his ambassadorial career in 1972
(and apparently contributed to his premature
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death two years later). A few years later, Tho-
mas Watson Jr., having retired from IBM, was
serving as American ambassador to the USSR
when Soviet troops marched into Afghani-
stan. Under his leadership, IBM had begun
efforts toward sales and technical collabora-
tion with the USSR and China in the early
1970s.%° Their careers show the ease with
which well-placed individuals could shift be-
tween political and business spheres during
the final decades of the New Deal Order.

The initial impact of the celebrated 1960s
counterculture on the computer industry
appears to have been limited. Hippies were
not welcome in the corporate world of the
1960s. Computer company employees, par-
ticularly in sales departments, were expected
to dress and act like neater versions of the
managers they were selling to or servicing.
By the end of the 1960s, American work
clothes had become more casual, and even
Watson Jr. abandoned the wearing of detach-
able stiff collars and experimented with col-
ored shirts. Neatly trimmed beards were
glimpsed on the faces of IBM employees,
although as late as 1971 Watson issued a
reminder to his employees that “‘they looked
best in white collars and short hair.”®®

Alongside a new concern over urban
development and race relations, the late
1960s also saw the rise of what was then
most often called the “women’s liberation
movement.” Liberally minded companies
such as IBM began making a particular effort
to hire and retain black and female employ-
ees in more senior positions. Statistics on
these areas began to appear in the firm’s an-
nual report, and in 1971, IBM was pleased
to announce the appointment of Patricia R.
Harris, a black female lawyer, to its board.®”

By the end of the 1960s, some corporate
leaders had begun to talk about the ““social
responsibilities” of their firms to address
major problems such as urban poverty and
racial inequality. The movement spread fur-
ther during the 1970s. This was the latest
evolution of corporate liberalism, and again
computer companies led the way. IBM
added social responsibility to its corporate
mission, and in the early 1970s, employees
were able to devote up to 10 percent of
their working time to community projects
and to apply for small cash grants for worthy
organizations.

Supercomputer pioneer CDC was another
leader in this area. Social initiatives became
a personal priority for its leader, Bill Norris.
He ordered factories constructed in areas of
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urban blight and channeled hundreds of mil-
lions of dollars into the development of com-
puterized education technology.®’

Conclusion

The computer firms of the 1950s were at
the forefront of a number of key shifts in
American business and society. As they began
to market computers internationally, they
represented a particular and historically
grounded version of the American Way.
They were at the heart of a new and enduring
political consensus, favoring America’s en-
gagement with the world and a newly active
role for government in both domestic and
foreign arenas. They had embraced the Cold
War and used the massive expansion in mil-
itary spending to support their entry into
new businesses and their development of
new technologies. They were not unionized,
but several led the way in offering workers
generous benefit packages and job security
designed to keep workers so happy that
they would never consider unionization.
They were among the fastest-growing, most
innovative firms in an era of rapid economic
growth and technological advance. Theirs
was not the only version of the American
Way, and it did not fully survive the turmoil
of the 1970s, but for a while, it seemed a
product with considerable export potential.
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