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Historical Transformation of the Business Enterprise
Systems: Why are “Chandlerian Firms” fading?

The purpose of this paper is to consider some arguments which the Chandlerian enterprises
have been fading since the late twentieth century in the U. S. economy.

Richard N. Langlois persists that the Chandlerian firm no longer dominated the landscape in
the last quarter of the twentieth century ,and thus widespread vertical disintegration began
replacing the classical multi-unit managerial enterprise. Production came to take place in
numerous distinct firms, whose outputs are coordinated through market exchange broadly
understood. It is in this sense that the visible hand of management is disappearing.

Naomi R. Lamoreaux, Daniel M. G. Raff and Peter Temin discuss that the large, vertically
integrated managerially directed enterprises no longer seem so imposing. Indeed by the 1980s,
classical Chandlerian firms frequently were being outperformed, even in their core business, by
more specialized, vertically disintegrated rivals. As transportation and especially communication
costs continued to fall during the computer era, these firms responded by shifting away from both
conglomerate and vertical integration, increasingly substituting coordination by long-term
relationships for their extended managerial hierarchies.

In this paper, | examine theoretical grounds of both views above, and try to make clear some
problems in Chandler’s approach of business history.
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